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It is a well-known fact that French joint stock banks (sociétés 
de crédit) derive part of their income from their stock and share 
department : the business of selling to clients bonds and, along 
much more restricted lines, shares, is considered as a normal and 
essential feature of joint stock banking. At times, here and there, 


managers of local branches may even devote more care and atten- 
tion to the delicate handling of clients for investment purposes 
than to other lines of their business which prove less remunera- 
tive or can be dealt with through the simple appliance of routine. 
Low charges for the safe custody of bearer warrants, the most 
widespread form of security in France, hardly any charges at all 
for cashing coupons, even easy terms of discount have, more than 
once, served the purpose of securing business connections with 
clients supposed to be valuable outlets for securities on sale 
because of their saving propensities or, still better, of their unsus- 
pecting docility to abide by the banker’s advices as to the way of 
investing their money or shifting from one investment to another. 
In an organisation so framed—with the bond and share selling 
business at the front—a valuable bank clerk, or even a valuable 
branch manager, is often such in his capacity as a valuable 
salesman for securities, a salesman upon whom nature has lavishly 
vested her gifts of persuasion and sympathy, whilst education 

1 Note by Editor.—This article was written before the outbreak of war. It throws 
much light, however, on the underlying causes which left Paris in the summer of 
this year in a position of much less financial strength than we have been accustomed 
to expect of her. The article has not been translated: the author’s English, 
though bearing some marks of a French origin, conveys his ideas better than a 
translation would. 
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has added a finishing touch of agreeable politeness, a salesman 
to whom, perhaps, social standing, if not a chance title of nobility, 
affords the finest opportunities of successfully approaching the 
investor in a calm atmosphere of absolute confidence. From 
time to time clerks, called demarcheurs, are dispatched to visit 
clients, or possible clients, at their homes and so make them alive 
to the advantages of some particular bonds and shares, very much 
in the same manner as commercial travellers are wont to visit 
people inviting orders for wine, gingerbread, or any other sort 
of goods. 

Such overwhelming importance given to the bond and share 
department has been the characteristic of one, or two, or more, 
French joint stock banks, big or small, who now lament over 
the losses suffered by their clients. They used fondly to nurse 
their stock and share department because they made much out 
of it, and they made much out of it because the choice of securities 
was indiscriminate, except from one single standpoint: the 
margin of profit accruing, if not to the joint stock bank herself, 
at least to persons in close or intimate touch. 

Really first-class French joint stock banks have not indulged 
in the selling of securities except of the most approved type, and 
have devoted vigilant attention to their banking business proper, 
exercising perhaps more care in the prudent selection of advances 
and bills than any other set of banks in the world are used to 
do, and therefore affording an almost unequalled safety to 
depositors at the expense, so some people contend, of the economic 
development of the country at large, there being no adequate 
credit accommodation for new, risky ventures which; in order to 
live and prosper, must borrow, to some extent, on the hopes of 
a promising future. But this is not our point: the object of the 
present article is to outline the main features of the mechanism 
which has been operative in promoting the excesses and blunders 
of the Paris security market during the past few years. 

Securities are sold to the public by the joint stock banks 
(sociétés de crédit); by the financial companies (banques 
d'affaires); by private financial firms; and also by syndicates, 
home or foreign, who may act independently of any of the French 
joint stock banks or financial companies, the services of unofficial 
brokers, i.e., brokers of the outside market (coulissters or, to use 
a less familiar term, “ banquiers en valeurs”) being, in this case, 
largely resorted to. Some rare but notable instances have occurred 
when the official brokers, t.e., brokers on the floor of the Stock 
Exchange (agents de change) have been actively engaged in 
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selling, at a special profit for themselves, a given block of 
securities. 

The joint stock banks sell bonds and shares through the net- 
work of their branches, thanks to their direct and personal contact 
with clients. If the block of bonds or shares of a certain descrip- 
tion to be disposed of by a joint stock bank at one time is well 
inside the buying capacity .of clients, for the time being, the ser- 
vices of the financial Press are not needed; whilst, on the 
contrary, the helping hand of the financial Press (financial 
papers, financial sections of daily political papers, weekly 
or monthly magazines) is most welcome when bonds or 
shares are to be sold on the market by a financial com- 
pany, a private financial firm or a syndicate. However, the 
most eloquent and impressive exhortation of a financial paper is 
not always worth half as much as the solid grip of a French joint 
stock bank clerk on his French client. Thus it has been con- 
tended, rightly or wrongly, that, in some instances, joint stock 
bank clerks have been bribed by other parties, and so induced to 
saddle the clients of their firm with bonds or shares from a totally 
different source and of a totally different merit, too. Hach time 
the treacherous practice has been discovered, or suspected, the 
unfaithful clerk has been, very likely, turned out, but new men 
perhaps have always been found available for new temptations. 

By whatever means it may have been conducted, the security 
selling business has been growing up at a very great rate during 
the last decade or so. The capital increases of the great joint 
stock banks (sociétés de crédit), however, are no evidence of this, 
since such increases can be accounted for by the necessity of 
keeping pace with the expansion of normal banking business, 
whilst the special bond and share department ought not to require 
much extra capital. The great joint stock banks are indeed 
supposed never to take up firm any large block of securities, 
especially if the securities are of a somewhat risky nature and 
not in evident harmony with the natural tendencies of their own 
clients ; they are supposed, rather, to take up options on successive 
slices or t6 séll on commission for the account of the financial 
company (banque d'affaires), or private financial firm, or syndicate 
which acts as a wholesale merchant, selling through a giant 
retailer, the Société de Crédit. It is the capital increases of the 
financial companies (failing similar indications concerning private 
financial firms and syndicates) which afford the simplest clue, if 
not of the actual progress of the bond and share selling business, 
at least of the organised efforts accomplished in this direction. 
NN2 
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Aggregate figures of paid-up capital and reserves (less real estate) 
for the principal Paris financial companies (Banques d’ Affaires) 
have increased 193 per cent., say from 216 to 637 million francs, 
during the fourteen years from January 1st, 1900, to January 1st, 
1914} :— 
Paid-up 

Paid-up Capital Designation of Bank or Capital and 
and Reserve less of any constituent Bank, Reserve less 


Designation of Bank Real Estate. subsequently absorbed, Real Estate 
in 1914. Jan. 1, 1914. in 1900. Jan. 1, 1900, 


Francs. Francs. 


Banque de Paris et des 
Pays Bas aay WE Sy aes 
Banque de l'Union Pari- 
sienne ... ... ... ... 130,687,685 Banque Parisienne ... 19,381,723 


234,139,853 = 86,789,591 


Banque Internationale 
Banque Francaise pour le de Paris’... ... ... 48,811,021 
Commerce et I’Industrie 66,941,052 ) Banque Francais de 
L’Afrique du Sud... 35,834,698 
Office des Rentiers oe 1,500,000 
Société de Crédit Mo- 
Crédit Mobilier Frangais 90,146,208 MUP Y5c5ee fees, base Nees 6,000,000 
Compagnie Francaise de 
Mines d’Or et d’Ex- 
ploration ... ... ... 18,122,720 
Crédit Algerien... ... ... 14,471,976 9,771,835 
Caisse Commerciale et 
Industrielle ... ... ... 18,342,288 1,200,000 
Société Centrale des 
Banques de Province ... 81,818,415 —— 
Crédit Francais eek oes 50,917,253 


Totals ... 637,464,730 216,911,588 


More workmen means more work achieved; but you can 
put it the other way round: more opportunities for work calls 
into existence more workmen. So the present French financial 
companies were called into existence or enlarged. 


1 Amount carried forward considered as a reserve fund. Amounts credited to 
the respective reserve funds according to appropriation account of the balance of 
profit and loss for the fiscal year last closed. Special remarks concerning certain 
banks as follows: the part of the Fonds de prévoyance of the Banque de Paris 
et des Pays Bas belonging to Directors is not included in this table. Figure for 
the Office des Rentiers is only approximate: we have entered the figure for which 
the Office des Rentiers was taken over by the Crédit Mobilier Francais when this 
latter Company was formed in 1902. Figure for the Société de Crédit Mobilier only 
approximate: we have entered the figure for which the Société de Crédit Mobilier was 
taken over by the Crédit Mobilier’ Francais when this latter Company was formed 
in 1902, assuming that it represents a more correct valuation than the figure of 
17,392,615 francs arrived at by the usual compilation of the balance sheet at 
December 31st, 1899 (the debit balance of Profit and Loss being in this case 
subtracted from Capital and Reserves). Figure for Caisse Commerciale et Industrielle 
on January 1st, 1900, only approximate: we have entered the figure of the nominal 
capital. In the case of the Société Centrale des Banques de Province there exists, 
over and above the paid-up capital, a balance of capital subscribed but not paid up 
amounting to 75 million francs: this is the only instance amongst the companies 
recorded in our table of capital subscribed but not paid up. 
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Of the four absolute systems imaginable for providing a 
security market with its yearly diet of securities—viz., a network 
of joint stock banks actively engaged in financing and fostering 
national industry and the national export trade; a network of 
private financial firms; a network of underwriting syndicates 
being continually shaped out of various capitalistic elements just 
for the little time of a transitory life; a network of joint stock 
financial companies (Banques d’ A ffatres) ;—this last system is the 
one which plays the principal part as regards the French security 
market. The underwriting syndicates pass away; it belongs 
to their nature to pass away; the danger of financial com- 
panies, for the market, arises, at times, from their very per- 
manence ; they have to pay their way all the time by means 
of a continuous flow of securities ; they have to depend for their 
living, for the maintenance of their general charges and of 
a decent rate of dividend upon the one single bond and share 
industry. But why maintain or increase the dividend in defiance 
of the interest of clients and of the public, since such a result can 
only be achieved, at certain junctures, through the selling of 
securities which will, in after times, stick like thorns in the finan- 
cial flesh of the clients or of the public? Why? Why are angels 
themselves now and then liable to be tempted? When a finance 
company puts through a bond or share deal, he who makes the 
most money is not always the shareholder, nor even the generality 
of directors, nor even, perhaps, any of the nominal directors. It 
is someone, some unknown one, who is something in or about the 
company. The unostentatious profit-maker is not he whose busi- 
ness it is to pay the bill when the day of reckoning comes; he is 
as unreservedly optimistic as he is unostentatious. Why maintain 
or increase the dividend? Because the credit and standing, and 
consequently the business possibilities, of a finance company 
hinges to some extent upon the rate of dividend. On the other 
hand, some people who happen to be shareholders in the company 
would fain sell their shares at a good price: if only dividends 
went up! This is all very well, but to juggle rashly with millions’ 
worth of securities may pave the way to some dismal personal 
responsibilities. Certainly, on the board and in the ranks of the 
staff of a finance company everyone’s neighbour may have to 
bear upon his shoulders heavy responsibilities for blunders, but 
everyone’s neighbour turns out to be no one. Otherwise with 
private financial firms; with them the principle of responsibility 
is to some extent effective, and, moreover, no such inducements 
exist, as in the case of Finance Companies, to swell profits at 








530 THE ECONOMIC JOURNAL [DEc. 


all cost, despite intrinsically adverse conditions in the world’s 
markets : the firm’s standing is independent of the rate of profit 
which is at all times kept secret ; the partnerships are not parcelled 
out in shares, they are not on the market, they are not for sale, 
they do not require to be boomed. With joint stock banks of 
the German type, acting as principal providers for every line of 
securities, soberness of mind may originate from a sense of identity 
between the permanent interests of the country and the real 
interests of the banks themselves. In short, finance companies 
may not be always the most healthy mediums to keep a market 
alive with new securities. As an instance, quite an army of trust 
and finance companies cropped up on the London market during 
the Mexican and South American fever, preparatory to the crisis 
of 1890; true it is those trust companies were not meant to sell 
securities to the public, they were meant simply to hold Latin- 
American or other securities on account of the public, to disguise 
such holdings under the veil of their own debentures and shares, 
to make them appear safer by dint of spreading the risk. 

The out-pouring of securities on the French market during the 
five years 1909-1913 was enormous; it exceeded somewhat the 
rate of 1905-1906—when the Bourse enjoyed a spell of prosperity 
prematurely closed by the American crisis of 1907—and much 
more the rate of 1899-1900—when the preceding well-defined 
business boom occurred—being above by perhaps 50 to 100 per 
cent. However, to the spectator of the day, the rate of 1899-1900 
appeared abnormally high, being three times, six times, and twice 
the rates of 1892, 1893, 1897 respectively, the leanest years of the 
decade 1891-1900. But again the rate of 1889-1890 was above the 
rate of 1899-1900, and approached the rate of 1905-1906 and the 
rate of 1909, that first, still timid and lingering, of the five years 
1909-1913, which stand out as a period of great business pros- 
perity through the whole economic system of Europe, embracing, 
besides the colonies, Japan and Latin America : in 1889-1890, the 
preceding heroic cycle of Latin-American finance had culminated. 

If the recent years have, in common with years 1889-1890, a 
South American tinge, they have, in common with the extravagant 
French business boom of 1881-1882, great real estate activities : 
according to the last annual report of the Credit Foncier de France, 
the joint stock company invested with the privilege of loaning 
money on real estate, the balance of loans in that company’s 
books increased more during the year 1913 than during any other 
individual year since 1882. Building trades were correspondingly 
very active. Magnificent wine crops, coupled with high prices 
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for wine, had set land and town property speculation ablaze all 
through the years 1910, 1911, 1912, 1913 in Algeria. Good work 
has been proceeded with too, in the way of setting up metallurgical 
plants and other factories on the European soil of France, whilst 
important betterments of the Paris city transport facilities were 
under way. In short, a purely domestic business boom may be 
said to have been characteristic of the last two years in France : 
during each of the years 1912 and 1913 the amount of French 
securities—including French colonial securities and the securities 
of French companies abroad—issued or listed on the French 
market was perhaps about equal to the amount of foreign securities 
issued or listed. That is a very high proportion: the usual pro- 
portion of French to foreign securities issued or listed may perhaps 
not be more than one-third or one-half, or even less. The existence 
of a purely domestic business boom side by side with the foreign 
boom was also conspicuous in 1899-1900, causing, in 1900, the 
amount of French securities issued or listed to be about equal to 
the amount of foreign securities ; but 1905 and 1906 were years of 
a purely foreign boom on the Paris market. 

Now the 1909-1913 boom has passed away. However, appar- 
ently, the big flow of securities always outlives a business boom. 
The French experience of 1891 and 1901, when the issuing and 
listing of securities still reached the high-water mark, although 
the business boom was over respectively in 1890 and 1900, had 
given a hint of the fact which the experience of the day does 
not contradict : in point of issuing and listing securities on the 
Paris market the first half of 1914, after the business boom had 
ended, kept pace very nearly with the first half of 1913, when the 
business boom was still in process. 

The general trend of new securities sold yearly on the French 
market being thus outlined, we cannot help reflecting that we 
know very little, after all, of what the real figures should be. If, 
on the one hand, the figures for French securities, including 
French colonial securities and the securities of French companies 
abroad, can be pretty accurately arrived at, the figures for foreign 
securities, on the other hand, are open to several kinds of mis- 
representation. In the first place, a large body of French in- 
vestors have been, rightly or wrongly, supposed, from fear of 
an exaggerated and unfairly assessed income tax, still to come, 
to accumulate foreign security holdings on deposit in banks 
abroad. It is understood that such easily scared investors not only 
buy foreign securities, but buy them on foreign markets and 
re-invest the income exactly in the same way and manner, so 
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that not a cent of such moneys is ever heard of any more within 
the boundaries of France. On the face of this, the amount of 
money invested yearly by the French would appear to be grossly 
under-estimated if it were not for two countervailing influences, 
the net result being to the effect that, on the contrary, current 
estimates of French savings, annually invested in securities, are 
in all likelihood very much above sober truth. Now, what about 
the countervailing influences? A block of foreign securities has 
been offered for subscription on the Paris market; the statistician 
has no choice but to record the whole block as having been taken 
up by the Paris market, although the same block of securities 
may have been simultaneously offered on other markets. Where 
have the securities gone? The range of doubt is even greater still 
with securities merely listed on the Paris market. To what extent 
has the French public been tempted into buying? Often syn- 
dicates, or the companies themselves, when they get shares 
listed on the Paris market do nothing more than court a mere 
chance. The shares stand at a magnificent premium, and they are 
a good bargain—for the seller. The possibilities of a broad local 
market with attending speculation have to be held out to the 
French public as an inducement to come in : the listing of a large 
amount of shares is heralded. The French investor is expected 
to make good all expenses with an enormous extra profit to the 
company or promoting syndicate. And so is it sometimes, 
but oftentimes the new investment meets with no success 
or very little success at the hand of the French in- 
vestor ; the honest public stands aloof. But in the eyes of the 
statistician, that blind-born accountant, the public entered the 
ring, and the bulk of French savings annually invested in foreign 
securities stand at a much exaggerated figure. Worse still, the 
figures are overrated in a measure highly variable from year to 
year, so that no adequate comparison is possible between the 
figure of one year and that of some preceding or ensuing year. 
Perhaps at the height of a boom, when the crisis is already loom- 
ing ahead at no immeasurable distance, the statistical figure of 
annual French takings of foreign securities is more misleading, 
more overrated, than for a while before. Shares, generally, stand 
at a level of very inflated values; accordingly, foreign syndicates 
and companies are over-anxious to sell shares to the French, and, 
for the same reason, the French, too, are apparently over-anxious, 
although not to the same extent, to buy the shares. At such 
moments the Paris price list is well nigh swamped with newly 
listed foreign securities, and the percentage of discrepancy 
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between the amount of new foreign securities listed, 1.e., 
offered, and the amount of new foreign securities really taken up 
grows toa maximum. The discrepancy, in all likelihood, declines 
to a minimum, and perhaps dwindles to a mere nothing when 
business and prices the world over are at their lowest ebb. This 
is no time for foreigners to think the French well worthy of buying 
their shares, so the listing in Paris of new foreign shares is prac- 
tically at a standstill, except when capital is really wanted and 
sure to be obtainable almost exactly to the extent of the shares 
listed. Then statistical figures are correct? Yes, if cheap money 
following in the wake of low business conditions does not attract 
the listing of big foreign loans. 

A second cause tends unduly to magnify the figures of annual 
French savings invested in foreign securities. Against the foreign 
securities bought from foreigners there is a set-off—the foreign 
securities sold by the French to foreigners. Now, the French 
investor, to a large extent, buys and sells according to the advices 
tendered to him by his financial advertisers. The financial adviser 
advises to buy according to the personal advantage he draws from 
the transaction ; he advises to sell anything that the client is likely 
to sell most willingly and in the greatest possible quantity. What 
is indeed the object of the adviser when he advises to sell? He 
is not directly interested in the sale, he is only interested in the 
sale in so far as it will provide the biggest possible amount of 
liquid funds to assist in buying exactly the kind of stuff which 
he wants to be bought. Therefore, he gives the lead to his client 
as far as buying is concerned, he follows the lead of his client 
as far as selling is concerned, because in so doing, in adding the 
weight of his approval to the natural tendencies of his client, 
he is bound to make much more headway. Such practices may 
be the reason why, at times, the French resell to foreigners large 
quantities of foreign securities which they ought not to resell, 
while they buy with the money derived from the sale large quan- 
tities of new foreign securities which they perhaps ought not to 
buy. And the statistics gravely record that the French have 
bought enormous amounts of foreign securities during the year. | 
Yes, possibly, but it does not follow that they have added so 
enormously to their net holdings of securities, or that they have 
got hold of the right path to grow quickly richer : if it is a bad 
thing to buy advised securities, it is no better to sell when one 
feels most inclined to sell, which usually occurs in forlorn markets. 

The mistake of statistical figures be what it may, the fact 
remains that during the years 1909-1913 the French have in- 
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vested exceptionally large sums in securities. So much about 
the quantity, what about the quality? 

We may well overlook the securities that do not make people 
uneasy just yet—nobody thinks of his limbs when they are sound. 
What, then, do we find? 

Bonds of two Yankee companies, the St. Louis and San 
Francisco and the Missouri Oklahoma, responsible for a loss of, 
may be, several millions sterling, the usual contingent of shares 
in mining companies with English-sounding names, variously 
intended for winning gold, copper, or some other metal, and 
uniformly listed on the Paris market at specially arranged prices, 
are less representative of the period than the four following items : 
investments in Argentina, Brazil, Eastern rubber plantations, 
Mexico. 

Of the 3} thousand million francs, the aggregate amount of 
French investments in Argentina, according to Mr. Eugenio 
Garzén,' mortgage companies (Credits Fonciers) securities repre- 
sent some 425 millions, banking shares 115 million francs—half 
of which stand for shares in a foreign banking company, only 
released to the Paris market at substantial prices—and 375 mil- 
lions are represented by bonds and shares, mostly bonds, of two 
railway companies, comparatively new concerns brought out for 
the dangerous purpose of under-bidding traffic from very old estab- 
lished British companies entrenched behind formidable bulwarks 
of wealth and experience. Mr. Garzdén’s figures bear the date of 
March, 1911; for all we know, at the time they were perhaps 
too high, on account of the difficulty of estimating the amount 
of securities purchased as distinct from the amount of securities 
listed ; and equally, it may be, that Mr. Garzén’s figures are now 
too low, on the basis of cost price that is to say : since March 1911, 
new supplies of Argentine securities have been forthcoming ; it 
would be no wonder, as an instance, if the French mortgage 
holdings now exceeded materially the above 425 millions, 
without making any allowance for mortgage cedulas of the 
Province of Buenos Ayres, large quantities of which were bought 
from time to time during the past few years. Nearly the whole 
of the mortgage holdings, a majority of the bank shares holdings, 
the whole of the securities of the two young railway companies 
above referred to, are acquisitions of the last decade. 

Of the Brazilian securities held by the French, representing, 
according to Mr. Alexis Caille,? a par value of some 4 thousand 


1 Kugenio Garzién: L’ Amérique Latine—République Argentine. Paris: Bernard 


Grasset, editeurs. 
2 Alexis Caille : Le Bresil et la commandite Francaise. Paris: N. Martin, editeur. 
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million francs, about five-eighths, namely 24 thousand million 
francs, have been piled up during the last ten years: at quota- 
tions ruling by the end of March, 1914, the 23 thousand million 
francs, par value, did not stand for quite 13 thousand million 
francs, actual value. This points to a loss of # thousand million 
francs. How? Has such a big amount of money been lost? 
By no means. The amount of securities held by the French 
is necessarily over-estimated, as explained above; in the 
second place, the securities, as a rule, were offered to the public 
below par; in the third place, no doubt, the Paris middlemen 
had the securities at an inside price quite materially lower than 
the price paid by the public. A remarkable item is the item 
“harbour and transport securities” (mainly guaranteed), all of 
them purchases of the last ten years: as against a par value of 
1,250 million francs, the actual value by the end of March stood 
at only 694 millions. The mortgage companies (Crédits Fonciers), 
half a dozen in number, also offsprings of the last decade, with 
an aggregate par value of 169 millions, include the “ Banque 
Hypothécaire et Agricole de Etat d’ Espirito Santo,” which has 
defaulted, on June Ist, 1914, although still in its tenderest 
infancy: the money derived from the issue of bonds, to the 
extent of about 40 million francs par value, has been apparently 
distributed amongst various concerns of the most surprising char- 
acter, whilst hardly any mortgage loan business has been con- 
ducted at all, with the result that the only line of defence to 
fall back upon is the guarantee of the impecunious state of 
Espirito Santo originally given to the bonds. In the case of the 
Brazil Railway the French public candidly paid enormous amounts 
of hard cash for that modern product of financial distillation, 
water, or, as we say in French, taking our image from a more 
frivolous element, wind. This mistaking of wind for hard cash 
is not, however, a distinctive feature of the French investor’s 
mentality as operating in Brazil. What, then, did the French 
investor in Brazil more especially overlook? He overlooked the 
fact that so many individual States in Brazil, so many different 
credit merits; the fact that a railway or harbour is not entitled 
to the promised guarantee for certain until the entire construction 
has been finished within the prescribed time limit and in com- 
pliance with specifications: the fact that Governments without 
financial training are apt to promise more in the way of guaran- 
tees than they can conveniently perform, the burden of the 
guarantee being in their eyes not an immediate and therefore 
not a definite burden; the fact that a market entering at one 
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time upon too many important new undertakings in a given 
country, say Brazil, runs the risk of lacking a sufficient number 
of high-spirited and enlightened capitalists to weather the bad 
times, and nurse and feed the new unproductive undertakings 
into the fulness of their age and productivity. 

Mistakes !—Slight mistakes, after all! The basic mistake of 
the Frerich public as regards Brazil has been to have faith in 
supposed immediate prospects of extreme brightness. Business 
began to look up in Brazil when the first real rubber boom 
occurred, that is in 1899 ; the unprecedented rubber boom of 1910 
was an incentive to the flooding of the French market by hap- 
hazard Brazilian securities at a time when, on the contrary, a 
movement ought to have been started gradually to withdraw 
capital from Brazil. Did not the 1910 rubber boom illustrate 
that period of dear rubber which gave birth, all at once, to the 
enormous Far Eastern rubber-planted area, of which the output 
could henceforth be foretold with a probability akin to the certi- 
tude of astronomical prediction? A spell of tarnished splendour 
for Brazil could henceforth as clearly be inferred from the pros- 
pect of waning prices and waning outlets for the second Brazilian 
staple, rubber, as a spell of brightened splendour might have been 
inferred some twelve years before from the first brilliant achieve- 
ments of automobiles pointing to such enormous new outlets for 
rubber. 

At the same moment that the French were more and more 
busily engaged buying Brazilian securities they were also buying 
British and Dutch rubber shares at top or nearly top prices. In 
1910 115,000 preferred and 185,000 ordinary Malacca shares were 
introduced on the Paris market at prices, respectively, of 438 and 
428 francs: ordinary now stand below 100 francs. The capital 
disbursements arising out of the Malacca shares introduced in 
1910, on the basis of the introduction price, was 129,550,000 
francs. How much of this amount was really paid by the French 
cannot be elucidated. The Malacca was not a solitary instance of 
the ruinous bargains then made by the French public : plenty of 
other rubber propositions, although individually not of the same 
magnitude, were introduced on the Paris market. And so, once 
more, the Frenchman has to sit down and sadly reflect that 
French inventions, as a rule, turn against the interests of 
France. In this particular case the French have invented the 
automobile ; the prosperity of rubber ensued, and it so happens 
that France will be found to have lost hundreds of millions of 
francs as a buyer of Brazilian securities coupled with Eastern 
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rubber shares! Then what’s the use for a nation of having, 
with her heart and brain, promoted half the progress of humanity 
in science, art, and literature, in short, in human life since the 
beginning of the Christian era? 

It may be added that the money lost on rubber shares was, 
from a certain standpoint, more utterly lost than money lost in 
Latin-American securities. .Now and then, out of the money paid 
by the French for Latin-American securities, some stray French 
machinery was ordered, or some stray Frenchman employed. Out 
of the money paid for rubber shares nothing French was ordered 
and no Frenchman employed. 

The mistake that allured the French into Brazilian securities 
and rubber shares was an arithmetical mistake : so many acres 
planted had to produce, after a while, so many pounds of rubber. 
The mistake that allured the French into Mexican securities was 
double, political and monetary; political, because it was pre- 
posterous to suppose that a country which had so long indulged in 
the sport of revolutions could do away for ever with its national 
sport, thanks to the magic and everlasting energy of a single 
man, President Porphyrio Diaz; monetary, because when the 
French were so actively engaged in buying Mexican bank shares 
and, to a lesser extent, Mexican industrials, some signs of over- 
expanded credit, forerunner of a possible future crisis, were already 
visible ; monetary also because the slender gold fund accumulated 
at one time could hardly be supposed, even in perfect peace, to 
withstand a severe economic shock, unable, therefore, to confer 
upon the paper dollar a really permanent gold value which would 
warrant the comparatively low rate of interest which the French 
were only too glad to derive from their newly acquired Mexican 
investments. The movement to buy Mexican Government 
bonds may be said to have started in 1904, or thereabouts. 
National railway bonds with the Government guarantee were 
also bought in due course. The movement to buy Mexican 
bank shares, started in 1905, was rampant in 1906, and went 
on until the Paris market had finished buying out all the 
Mexican joint stock banks, big or small, local or central, 
indiscriminately and at indiscriminate prices, not very much 
in advance of the day when the Porphyrio Diaz Government 
was overthrown. On the top of it all came, in 1910, an absurd 
gambling mania in Mexican mining shares, mainly Mexican gold 
mines, though other mines also attracted public enthusiasm; a 
single gold mine, the Dos Estrellas, falling from 828 francs in 
1910 to 160 francs in 1914, meant enormous losses to the French 
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public, as the capitalisation fell from 207 million francs, when the 
public was buying, to 40 million francs, when they had bought, and 
when the reef, after having been promisingly good, had become 
treacherous. No wonder, with such investment methods, if the 
percentage of money finally lost upon money invested in Mexico 
during the last ten years turns out to be greater in the case of 
France .than in the case of other capitalistic nations: civil war 
is not alone to be blamed. 

The enthusiasm for Mexican securities had an excuse: the 
remarkable success of some Mexican concerns, one bank, the 
National Bank, sundry industrial or mining concerns—initiated, 
more or less, by the French. 

Figures may be presented, as follows! :— 


New French Investments in Mexico (Millions of Francs) entered upon, say, during 
the Last Ten Years. 
Amount in 1914 
Amount in 1910 on the basis of 


on the basis of price on Falling 
average price April 30th off in 

in 1910. 1914, Value. 
Steseloans.., 200 cs te ace es ees SS 402 192 
Railways (guaranteed) and Tramways 227 120 107 
Banks and Mortgage Companies... ... 254 79 175 
Dos Estrellas Gold Mining Co. ... ... 207 40 167 
1,282 641 641 


Old Investments (Millions of Francs). 


Amount Amount Falling off 
in 1910. in 1914. in Value. 
ABRTERMES 20. 5. ics en 749 451 298 


The falling off on new investments can properly be termed a 
loss, since new investments have actually been paid for at prices 
not very different from the average prices ruling in 1910, the last 
full year of President Porphyrio Diaz’s term of office. The falling 
off on old investments, quite to the contrary, is not a clean loss 
of French capital: 1910 prices represented in several instances 
a huge profit on the initial cost price. For instance, although 
securities of the National Bank of Mexico, .that ringleader of 

1 Dos Estrellas is partly an old French investment; on the other hand, the 
aggregate of old investments, as given, includes a certain percentage of new invest- 
ments. To frame our statement, we have supposed, fictitiously, that the amount 


of old investments wrongly included under the item ‘‘ Dos Estrellas” was equal to 
the amount of new investments wrongly included under the items ‘‘ old investments, 
aggregate.” 

Figures relating to Mexico are mostly drawn from the pamphlet Nos revendica- 
tions, la fortune Francaise au Mexique, nos pertes, published by the Ligue de défense 
des intéréts Francais au Mexique. Paris: 18, Rue de Paradis. 
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old French-Mexican investment, declined from a market value of 
269,875,000 francs in 1910 to a market value of 109,675,000 francs 
on April 30th, 1914, the buying of the shares of the National Bank 
of Mexico has very likely proved tolerably good business for the 
French. 

With the usual remark that estimates of French holdings and 
consequently of French losses are apt to be exaggerated, we will 
conclude our account of French capitalistic experiences in Mexico. 

It suddenly broke in upon the public that the Mexican civil 
war was by no means an insignificant episode ; that quite a crisis 
was developing in Brazil, and something like a crisis in Argentina ; 
that rubber was a drug, and finally that they had been losing 
hundreds and hundreds of millions of francs on some of their pet 
investments of the few last years. 

On the other hand, countries which had been accustomed for 
some time to draw large sums from France each year, against 
securities sold, and who were able, thanks partly to that circum- 
stance, nicely to adjust their balance of indebtedness with the 
outside world, felt very ill at ease when the Paris market recoiled. 
The standstill in the sales of bonds and shares of mortgage loan 
companies, not to speak of bank shares, was felt especially as a 
severe blow; such sales being used to bring in net cash, most 
agreeable to speculators, real net cash without any deduction for 
imported building material, supplies, or the salaries of foreign 
employees, as is so often the case with securities floated abroad 
by the Government, or railway companies, or industrial com- 
panies. Roughly estimated, the absorption of Argentine and 
Brazilian securities by the French market, since 1909, has been 
as follows (in millions of francs)? :— 


Year. Argentina. Brazil. 
1909 Wie! sew. wie “deer SEs 227 219 
TY, ces saa, eear See 524 453 
ERY ig ask neue ade Ss 664 296 
1912 See eke Wed. ane Cees 98 210 
AERA eee, Seay, Seas, area kee 118 805 


Two or three at least of these figures may be too high, as, 
for example, the Argentine figure for 1911, which may be unduly 
swollen by a large Argentine State loan wholly credited to the 
French market, although other markets may have taken up part 
of it; or again, the Argentine figure for 1913 on account of shares 
offered to the French public but eventually declined. 

1 All our figures of securities issued or listed on the Paris Market are taken from 


L’Economiste Européen. Statistics similar to those of the Hconomiste Européen 
but started a few years later are to be found in Le Rentier. 
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Perhaps, amongst other features, the feverish character of the 
recent capitalistic mood in France will be, best of all, emphasised 
by the mania for shares of foreign banks, and shares and bonds 
of foreign mortgage companies (crédits fonciers), which have 
been pouring into the Paris market with unexampled facility. 
The foreign banks existed, and it was only a matter of importing 
the shares, but the crédits fonciers had to be created on purpose : 
they were termed banques hypothécaire when, for a given country, 
one or several crédits fonciers being already in existence, a new 
label had, perforce, to be attached, evidently not so catching as 
the one ideal label, “crédit foncier,” but catching, nevertheless, 
on account of some sort of family likeness. So crédits fonciers, 
brand new, were to be seen in all sorts of young and promising 
countries. Outside Mexico, Brazil, and Argentina, securities 
have been issued by a Banque Hypothécaire for Chile, a Crédit 
Foncier for Cuba, a Caisse Hypothécaire for Canada, another one 
for Egypt, a Crédit Foncier for Servia, and by the Crédit Foncter 
d’ Orient, supposed to embrace nothing less than the whole Balkan 
Peninsula and Asiatic Turkey, with their respective possibilities, 
not to speak of some other bordering countries ! 

Little did the French investors think of the enormous risks 
entailed by banking in a booming new country ; of the fluctuating 
value of agricultural lands and town plots; of the fanatic specula- 
tion on both; of the discreditable machinery making the price of 
solid ground something so very volatile. Little did they realise 
that loans are an asset less likely to survive after a severe crisis 
than railway or harbour undertakings built up on their own 
commercial merits. ‘ 

The French investor only thought of the Crédit Foncier de 
France, of which the bonds, aggregating an enormous sum, are 
very widely disseminated, an exceedingly conservative concern 
in an exceedingly conservative country ; he thought, too, of those 
old-established companies, “le Crédit Foncter d’Autriche” and 
“le Crédit Foncier d’Egypte” ; with little knowledge of things 
outside ; he did not suspect that the same words, crédit foncier, 
the very essence of what is reputed to be safe, could designate 
things so different, as fickle in such and such an instance, as 
in other instances they are solid. And so the success was assured 
of the newly-born-somewhere-oversea-Crédit Foncier, that most 
representative type of the French investment boom, 1909-1913. 

It must strike one that a boom with such a feature repre- 
sentative of it must have been unmistakably a popular boom. 
And so it has been: the poorest people just with savings to the 
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tune of a few hundred or a few thousand francs have been dis- 
covered resting, as safely as though upon gilt-edged securities, 
upon securities, if not wild-cat, at least akin to the wild-cat. 

As far as the public is concerned, the 1909-1912 investment 
boom has been perhaps the most widespread ever seen in 
France. 

If all classes of the public partook in the losses, numerous 
were the banking and financial firms who partook in the responsi- 
bility for the losses : nearly all the financial companies ; one of the 
three leading joint stock banks; quite a number of private pro- 
vincial banks, which had formerly refrained from selling to clients 
risky foreign securities. Hardly any episode has been more 
characteristic of the financial developments of the last few years 
than the formation in 1904 and the rapid growth of what has 
become the Société Centrale des Banque de Province, working 
hand-in-hand with its sister company, the Caisse Commerciale 
et Industrielle ; the Société Centrale des Banques de Province} 
turned out to be a regular purveyor of foreign securities for sale 
on commission at the service of practically all the French pro- 
vincial banks, linked together for the purpose—quite a new 
departure ; an important section of the contingent of associated 
provincial banks, however, were distrustful and only joined in the 
fray with prudence, discrimination, and scepticism. 

The diagnosis of the 1909-1913 investment boom is, at the 
same time, a diagnosis of the crisis that ensued. Extraordinarily 
grave, some people would say. Why? For the past twenty-five 
years the Paris market has lost money more than once, and should 
have grown accustomed to it, as to a matter of common practice. 
Somewhat before the Baring collapse, the Paris market, stirred 
at last by the British example, began to realise the merits of 
Argentine and Brazilian securities, too late, perhaps, to secure 
the profit, too early to avoid the loss. According to what may 
be an idle tale, a cleverly engineered emigration of Portuguese 
State bonds from London to Paris took place just a little time 
before the collapse of prices, discounting the default, which became 
an accomplished fact towards the middle of 1892. Hundreds and 
hundreds of millions of francs were lost by the Paris market, to 
the credit of London, in 1895, when the great gold-mining boom, 
coupled with a boom in nitrate shares, occurred ; large sums were 
also lost to the credit of Brussels and St. Petersburg, when, in 
1900, the boom in Russian industrials had to be liquidated—not 
to speak of the capital annihilated at the time in two iron and 


1 Organised partly in the style of a Co-operative Society. 
No. 96.—VOL. XXIV 00 
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steel works newly started by the French on the Russian soil, the 
one utterly, the other momentarily unsuccessful. 

So it is that the 1909-1913 boom and its consequences belong 
to an uninterrupted series of similar facts, only different from 
each other in some outward forms and, to some extent, in 
importance. 

From what permanent reasons did such permanent conse- 
quences follow? 

That easy sympathy, that belief in the good faith of fellow- 
men, that leaning towards enthusiasm, that artistic and literary 
genius which renders the French so prone both to generalise and 
to study facts and figures in detail with loving care, have been all 
taken unfair advantage of by rascals and by their sophisticated, 
oral and written, financial literature. Properly used, the same 
qualities have been very successful in a number of isolated in- 
stances ; thanks to them, amongst other achievements, the Suez 
Canal has been dug, the magnificent aluminium! mining industry 
built up. There is no reason why, some day, with proper training 
and organisation, the same qualities should not bear their natural 
fruit in the shape of a very powerful system of sound and 


constructive finance. 
MARCEL LABORDERE 


1 Aluminium, as far as I know, has been discovered by a French scientist, the 
process for winning it evolved by another French scientist, and, industrially as a 
producer of the metal, France still keeps at the front. 





























WALTER BAGEHOT. 


Life of Walter Bagehot. By his Sister-1n-Law, Mrs. RussELL 
BARRINGTON. With portraits and other illustrations. 
(London: Longmans. 1914. Pp. viii+478.) 


As stated in the preface, this book appears thirty-seven years 
after the death of Walter Bagehot. Most of his political friends 
have long since been dead, and the letters they may have pre- 
served in their lifetime are no longer forthcoming. Bagehot 
himself always destroyed any letters he received, except those 
from his parents, his father-in-law, James Wilson, founder of the 
Economist, and Richard H. Hutton. For various reasons, from 
1860 to his death in 1877 few of these letters passed, and “hence 
the biographer’s best material ceases many years before Bagehot’s 
death.” 'The sources that remain are his articles in the Economist 
(in general two every week from 1859 to 1877), personal reminis- 
cences, and a Diary kept by his wife, Mrs. Barrington’s sister. 
The limitations of the materials, and the lapse of time since his 
death, must be remembered in reading this Life. 

Readers of this JoURNAL must also remember that the bio- 
grapher has not written her book solely, or even mainly, for the 
benefit of economists—even the chapters with economic titles, 
“Lombard Street”? and “Economic Studies,” are only partly 
devoted to the works named. Of new material of a purely 
economic character there is very little, and that little chiefly of 
personal interest, e.g., an account written by Lord Welby of 
Bagehot’s invention of the Treasury Bill. Lord Welby writes 
under date October 5th, 1912: “In former days when I was at 
the head of the Finance Branch of the Treasury, I made the 
acquaintance (a privilege which I value highly) of Mr. Walter 
Bagehot. The machinery of our financial system is complicated, 
and Mr. Bagehot is the only outsider who had thoroughly 
mastered it. Indeed, he understood the machine almost as com- 

pletely as we who had to work it. . . . Chancellors of the Ex- 
chequer attached great weight to the opinion of Mr. Bagehot, 
002 
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especially Sir Stafford Northcote, who consulted him on several 
occasions. In 1877 Mr. Bagehot rendered great financial service 
to the Government by devising a new form of security which 
enabled the Treasury to borrow quickly and on favourable terms.” 
There follows a technical account of the Treasury Bills and a 
judgment on their great success. “They have not only met 
ordinary emergency demands, but they have stood the strain of a 
great war.” Lord Welby’s technical account may now be supple- 
mented by reference to the recent book of Mr. Higgs, The 
Financial System of the United Kingdom, which for the first 
time enables the public at large to have an accurate idea of the 
system. The most striking thing about this invention of Bagehot 
is its simplicity, and simplicity was one of the characteristics of 
Bagehot’s genius. Another contribution of an economic character, 
which is also mainly of interest on its personal side, is the history 
of Stuckey’s Bank (p. 50-57), the bank with which Bagehot and 
his father were so long connected. This is an excellent example 
of the development of a private bank and its amalgamation with 
others to form a joint stock bank. Its notes had the largest cir- 
culation next to the Bank of England outside London, and it is 
on record that Stuckey’s notes were sometimes preferred to those 
of the Bank of England. The moral of both of these instances is 
that Bagehot had a first-hand knowledge both of high finance and 
of practical banking. 

The present biography is not mainly economic for two reasons. 
The first is that Bagehot in all he wrote was so eminently clear 
that his contributions to economic science have long since become 
part and parcel of the ordinary stock of knowledge. In the 
Postulates of English Political Economy we find, for example, 
that Political Economy, dealing with matters of “business,” 
assumes that man is actuated only by motives of business. We 
find also that the words used in economics must be interpreted by 
the context, and definitions must be construed according to the 
interpretation clause given by the context. Dr. Marshall, who 
wrote a preface to the edition of the Postulates of 1885, with the 
view of commending the work to students, has made these ideas 
familiar in his own Principles. The fact remains that little new 
in economics is to be gleaned from the present Life, partly 
because the harvest of Bagehot’s sowing had long since been 
reaped and gleaned. But another and more vital reason is that 
after all Bagehot was not only or mainly an economist, though 
no doubt through his wider interests he was all the better as an 
economist. 
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One or two references may be given in support of the conten- 
tion that Bagehot was only partly, and not even mainly, an 
economist. Sir Robert Giffen wrote of him: “So far from be- 
coming absorbed in economic science as he grew older, though 
his later writings happened to be almost all economic, Bagehot to 
the last gave me the impression of only passing through one 
mental stage, which, being passed through, he would again leave 
political economy behind” (p. 7). Mr. Hutton, in his Memoir 
(quoted p. 6), wrote : “I have felt somewhat unreasonably vexed 
that those who appreciated so well what I may almost call the 
smallest part of him, appeared to know so little of the essence of 
him. ‘To those who heard of Bagehot only as an original political 
economist and a lucid political thinker, a curiously false image 
must be suggested.” Commenting on these opinions, Mrs. 
Barrington writes in her introductory chapter: “I believe that 
before the end Walter Bagehot was reverting to earlier grooves of 
thought, and that had he lived he would have included in his 
future writings a class of subjects and impressions which charac- 
terised many of his earlier essays, in the days before life had 
become choked with business. He was getting impatient, I 
think, of having to devote his best energies to matters from 
which religion, poetry, and art were excluded.” Giffen was for 
some years Bagehot’s assistant editor on the Economist, Hutton 
(of Spectator fame) was his closest friend from youth up, and their 
testimony is confirmed in the fullest detail in the present biography. 
Not only were Bagehot’s intellectual interests of a very wide 
range, but he was a man of very remarkable personality. He was 
of imagination all compact, but the force of his imagination was 
governed and illuminated by the sense of reality. 

Bagehot himself was a great believer in the power of per- 
sonality. In the three-volumed political economy which he had 
designed (of which the Postulates was a fragment of the first part) 
he proposed to devote one volume to lives of the great economists. 
This part of his work would have been of special value, not only 
because Bagehot had wonderful skill in the delineation of 
character, but also because this aspect of political economy, 
especially in recent years, has been so much neglected. A know- 
ledge of the actual life and character of any one of the great 
economists would have saved many a reader and writer from a 
false interpretation of his works. In the present volume examples 
are given incidentally of this power of characterisation, and of 
the consequent exposure of popular fallacies. At the age of 
twenty, when a student at University College, London, Bagehot 











546 THE ECONOMIC JOURNAL [DEC. 


and his intimate friend, Hutton, used to “fly about London” to 
any gathering where they had the chance of hearing Cobden 
speak. That was about 1846, the year of the repeal of the Corn 
Laws. About twenty years later Bagehot wrote in the Economist 
the character sketch of Cobden that is quoted by Mrs. Barrington 
(p. 879 sq.). Describing the personal effect of Cobden on the 
audiences he addressed in the agricultural districts, Bagehot says : 
“The people were much confused. They could not believe the 
Cobden they saw to be the Mr. Cobden that was in the papers. 
They saw a sensitive and almost slender man of shrinking nerve 
full of rural ideas, who proclaimed himself the son of a farmer, 
. . who was most anxious to convince everyone of what he 
thought the truth, and who was almost more anxious not to offend 
anyone. . . . He excited a personal interest—he left what may 
be called a sense of himself among his professed enemies. They 
were surprised at finding that he was not what they thought ; 
they were charmed to find that he was not what they had ex- 
pected ; they were fascinated to find what he was. The same 
feeling has been evident at his sudden death. Over political 
Belgravia—the last part of society Cobden ever cultivated—there 
was a sadness. Everyone felt that England had lost an indi- 
viduality which it could never have again. . . . He was a sensitive 
agitator. He never spoke ill of anyone. He arraigned principles 
but not persons.” There is also a sketch of Mr. Gladstone, 
written on the occasion of his great Budget speech of 1860 (p. 
292 sq.). Gladstone had been much impressed by Bagehot’s 
writings, and the year before this article he had sought his per- 
sonal acquaintance. There was every reason, from the point of 
view of personal and journalistic influence, why Bagehot should 
have adopted the language of unadulterated eulogy. But he did 
nothing of the kind. On the contrary, never were the weaknesses 
of Gladstone’s personality better portrayed. The sequel is note- 
worthy. “If Bagehot was courageous, Mr. Gladstone was gener- 
ous in view of this outspoken criticism of himself. After receiving 
from my sister (Bagehot’s widow) the volume of reprinted essays 
which contained it, he wrote : ‘Some of the articles are not new 
to me. I remember feeling, and J still feel, how true the article 
on myself is in the parts least favourable to my vanity. . . . Un- 
doubtedly your husband was a man of most remarkable gifts and 
a not less excellent faculty for embodying the results in literary 
form” (p. 298). 
Bagehot—fhe Man—as revealed in this biography, is the best 
explanation of Bagehot the writer. It was said that his genius 
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was not duly recognised during his lifetime. This is not true of 
the few who were competent to judge—e.g. in finance, Gladstone 
and Northcote ; in literature, Lords Morley and Bryce—but it was 
true of the ordinary economist and the ordinary reader. One 
principal reason was Bagehot’s modesty which pervaded all his 
life on all sides. He made light of his own achievements—he 
never posed—he was perfectly callous of undistinguishing praise. 
“This modest attitude which he took with regard to his writings, 
and the effect they produced on the public, was wont to be 
adopted by those who knew him intimately.” Bagehot did not 
advertise himself—quite the contrary ; and therefore even some of 
his intimates thought that perhaps there was not much to adver- 
tise—they took the man at his own apparent valuation, and did 
not allow for the personal error of his modesty. Another reason 
why to Bagehot was not assigned his true weight as a great 
writer on economics, is to be found in his greatest merits, namely, 
the extraordinary clearness and freshness of all his writings. 
They read as if they were the result of rapid improvisation—so 
easy, so intelligible, that they could have cost no real effort to 
produce—and so fresh that they seemed quite natural. Take 
Lombard Street, “a description of the London money market,” 
the latest and perhaps the best example of his genius. Every 
fact in the book (except the history) was already well known to 
the bankers and the city men of the day, and since the history 
was true, that also was known, if not to business people, to the 
readers of the history of banking. Even his proposals for banking 
reforms were not absolutely novel—as he said in his first contri- 
bution to the Economist “in dealing with banking absolute 
novelty would scarcely be a recommendation ’—and he did not 
propose to pull down the Bank of England and build a greater. 
Yet the book was, and is, as fresh as is the month of May. Fresh- 
ness was so remarkable in Bagehot that one is tempted to look 
for the causes. How comes it after eighteen years of constant 
writing in the Economist—roughly two articles a week—that the 
bloom ‘is not rubbed off? How comes it that when he died at 
the age of fifty-one his writing was fresher than ever? One 
reason, no doubt, was that, as he said of another, “his mind was 
a spring and not a cistern”’ ; that is to say, he had natural genius, 
and not only the genius that comes from labour, though his labour 
was tremendous. But two other reasons may be advanced. 
First, Bagehot was always a living writer. He liked to exchange 
ideas with living people. “All the facts of life, all his feelings 
and ideas, were lit up with a keen apprehension of it, for though 
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he was a voracious reader he studied life through contact with life 
rather than from books. . . . Ideas he felt must be taken at first 
hand; they must be inspired by contact with living creatures, 
living interests, genuine sympathies, genuine feelings ; not diluted 
with human thought, human prejudices, as they are prone to be 
when conveyed through books” (p. 5). 

With Bagehot, theory was never allowed to get out of touch 
with business, and in mid-life his business was to be “a supple- 
mentary chancellor of the exchequer” (to both political parties), 
and the chronicler and the judge of the leading men and the 
leading events of his time. And Bagehot knew both the men and 
the events at first hand. 

The second reason for his perennial freshness was that he 
had—again to use a term he applied to another—“an experiencing 
nature ’—he had always a growing mind—a mind open to a great 
variety of experiences. ‘Live and let live” was his guide, not 
only in ordinary social arrangements, but in the conflict of ideas 
and modes of thought and kinds of learning. He was so fresh in 
his economic and political writings because he was so keenly inter- 
ested in other things. This breadth of sympathies and this wide 
intellectual outlook is seen from the beginning. He was a pre- 
cocious child and a precocious youth. Fortunately, however, he 
was born (1826) in the country and brought up with country 
tastes. His boyish letters are rather old-mannish—he was always 
in front of his years—but he could climb trees and ride, and, above 
all, he became absorbed in the natural beauties of his home in 
Somersetshire. Part of his mind—a large part—was always 
Wordsworthian, and one of the finest things he ever wrote—one 
pf the best contrasts in literature—is his comparison of Words- 
worth and Lord Jeffrey, the poet and the Edinburgh reviewer 
(p. 222-4). But even in poetry he was not a lover of Wordsworth 
only. It is told of him when a boy of thirteen that in a fit of 
depression he found solace in reading Shelley, for whom all his 
life he had the greatest enthusiasm. One of the best illustrations 
of Bagehot’s love of poetry is given in the fact that on the 
occasion of his first severe illness, when he was at the height of 
his activity, he dictated to Mrs. Barrington his articles for the 
Economist, and in the intervals she read to him his favourite 
poetry. 

In reading for his degree in London University he was recom- 
mended to take up both classics and mathematics, but eventually 
he turned to what was then called “intellectual and moral philo- 
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sophy (including political economy),” and in this branch he took 
the gold medal for the London M.A. He was a devourer of 
history of all kinds; he spoke French and German; he was 
called to the Bar, though he never practised and disliked what he 
thought the cramping effect of legal practice ; he was much inter- 
ested in the origins of civilisation as investigated by Maine and 
Lubbock ; and in the words of Lord Bryce (p. 34) “Physics and 
Politics was forty years ago almost a voyage of discovery for most 
English readers.” Lastly in this enumeration, which is far from 
complete, of the breadth of his qualities, Bagehot was always 
deeply religious, and, withal, one of the most cheerful and witty 
of mortals. By descent he was connected with both the Cavalier 
and the Puritan, with the country gentleman and the banker. 
The Cavalier came out in his unfailing courtesy, in the large sense 
of the courtesy of chivalry ; the Puritan in his absolute regard for 
truth and the common moralities. Though one of the most prac- 
tical of men in high finance and journalism, in private life “all 
was conscience and tender heart.” It has been said that all men 
of genius derive their exceptional qualities from the mother. 
Bagehot’s mother was a woman of great beauty and personal 
charm, and, as her letters show, of the most lively intelligence 
and broad sympathies—one of the good women of the great writers 
of history. Unfortunately, she was doomed at intervals to verify 
the fact that great wits are near allied to madness, and to the 
end of her long life these recurrences could not be avoided. At 
these times she received from her son the most loving and lovable 
consideration that can be imagined. He used all his genius to 
try to follow her in her irrational wanderings. A _ strange 
affliction, for at other times his mother was absolutely unaffected 
by her malady, and would even speak of it quite calmly. When 
she died, at the age of eighty-four, it was a great shock to 
Bagehot, and his grief was increased because he thought some 
people might think he would regard it as a release. It was the 
knowledge that at any time he might be called on to console his 
mother in her affliction that always shaped Bagehot’s under- 
takings. He would do nothing and accept no post that would 
interfere with this first duty of his affections. Such a man was 
Walter Bagehot, the Ricardian economist. In reality he was 
much nearer Adam Smith, who wrote inter alia an essay on the 
affinities between Poetry, Dancing, and Music, and a Theory of 
Moral Sentiments that is very like Bagehot’s. 

A careful reading of this biography cannot fail to interest the 
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economist who can take broad views. Mrs. Barrington has done 
her work extremely well, though perhaps the book, as a book, 
would have been more effective if some parts had been com- 
pressed or omitted. But anyone who gets interested in the subject 
will not regret even this fault. What everyone will regret is 
that Bagehot’s life was not extended so as to furnish his biographer 
with more materials. He died at the age of fifty-one. 
J. SHIELD NICHOLSON 
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The Land: The Report of the Land Enquiry Committee, Vol. I1., 
Urban. (London: Hodder & Stoughton. 1914. Pp. xxxi+ 
726. Price, paper, ls. net; cloth, 2s. net.) 


THE names of the Committee are given on the title page as 
follows :—A. H. Dyke Acland (Chairman), C. Roden Buxton 
(Hon. Secretary), E. Richard Cross, Ellis Davies, De Forest, 
E. G. Hemmerde, J. Ian Macpherson, B. Seebohm Rowntree, 
R. Winfrey, with J. St. G. Heath as Secretary, R. L. Reiss as 
Head Organiser of the Rural Enquiry, and H. E. Crawfurd as 
Head Organiser of the Urban Enquiry. Presumably they all 
agreed, with the exception of Baron de Forest, whose views are 
expressly said not to “coincide with those of the other members 
of the Committee.” The rural and urban parts of the inquiry 
were apparently never intended to relate to the same things, as 
we are told that the Committee was appointed by “the Chancellor 
of the Exchequer” (“Mr. Lloyd George” would, I think, have 
been more accurate, the inquiry being unofficial) to obtain “an 
accurate and impartial account of the social and economic con- 
ditions in the rural parts of Great Britain,” but of the “nature 
and working of the existing systems of ownership, tenancy, and 
taxation and rating of land and buildings in urban districts and 
the surrounding neighbourhoods, and their effect on industry and 
the conditions of life.” The quaint title, The Land, gives the 
key to this curious arrangement: in the country “the land” is 
supposed to dominate everything, and therefore the Committee 
could be directed to inquire into everything, while in the 
towns it was allowed that there might be some evils which could 
not be ascribed to the laws of England and Scotland in relation 
to land. 

But even so the “urban” part of the Committee’s task is one 
of stupendous magnitude, and it would not have been surprising 
that the “urban” volume should have run, as it does, to over 
700 pages, even if it had been well arranged and concise, which 
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it certainly is not. It is divided into four parts, “Housing,” 
“Acquisition of Land,” “Tenure,” and “Rating.” It would be 
natural to expect Tenure to come first in an account of the 
“nature and working of the existing systems of ownership, 
tenancy, &c.”; the arrangement adopted is doubtless due to the 
fact that the “Tenure” part is the dullest of the four, and to 
the belief that an atmosphere unfavourable to existing systems 
could best be created by beginning with a lurid account of the 
bad house accommodation to which the less well-to-do people 
of the country have to submit. 

The first chapter of this Part I. insists at great length on the 
fairly well-known facts that large numbers of persons are ex- 
ceedingly ill-housed, and that this, like bad feeding and bad 
clothing, is bad for them and also, indirectly, for others. The 
second chapter asks why the legislation which has been passed 
on the subject has “not actually solved the housing problem” 
(p. 6, cp. p. 45), a phrase which shows a touching confidence 
in the efficacy of statute law such as seems to have prevailed in 
parts of the Middle Ages. After enumerating reasons which are 
numbered (a) to (h), the writers arrive suddenly at (k), “perhaps 
the most weighty of all the reasons why the Acts are not fully 
put into force,” namely, “shortage of alternative accommodation.” 
The housing problem, in fact, has not been solved because there 
are not enough good houses! Theoretical economists doubtless 
arrived at this conclusion a long time ago, without leaving their 
proverbial armchairs, but it will be gratifying to them to have 
their opinion confirmed by the more laborious methods of a 
political committee. Their satisfaction will be increased when 
the Committee proceed to remark, just like an economic text- 
book, “the poor go short of house-room just as they go short 
of other commodities” (p. 59). They might have added that as we 
are all more or less poor, we all go more or less short of house- 
room, but the want of house-room gets gradually greater and 
greater the poorer we are, till at last the poorest of all have to 
put up with a seat on the Embankment. 

I can see no reason why a committee, however anxious to 
find something wrong with “The Land,” should not have frankly 
accepted this explanation of the “shortage of houses,” so far 
as the demand side of the question is concerned. Every value 
is dependent on supply as well as demand, and so the fact that 
people can get plenty of house-room, and good house-room too, 
if they can pay the price, in no way stands in the way of inquiry 
why the present price is what it is and how it may be lowered. 
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But the Committee at this point turn aside and spend a great 
many pages in a perfectly futile attempt to prove that there is 
an “unsatisfied demand for houses on the part of working-class 
households willing and able to pay an economic rent, i.e., a rent 
representing a sufficient return upon the capital invested to make 
house-building remunerative, assuming the site to have been 
acquired or leased at the normal market value for the district ” 
(p. 59). 

An unsatisfied demand of persons willing to pay a remunerative 
price under ordinary conditions is always accompanied by an 
actual price in excess of a remunerative price, which excess en- 
courages supply. If there is an unsatisfied demand for houses by 
persons who are able and willing to pay remunerative prices or 
rents, the actual prices or rents must be in excess of what is re- 
munerative, and the reader consequently expects the Committee to 
proceed to endeavour to prove either that house-building or house- 
owning is more remunerative than other investments, or that 
land for building is sold or leased at more than the market value. 
But there is no hint of any such attempt. The Committee seem 
not to understand their own proposition, as they calmly proceed 
as follows immediately after the passage just quoted :—“If in 
any given locality there are working men regularly employed, or 


having a definite prospect of regular employment, who, with exist- 
ing transit facilities, cannot obtain suitable houses near enough to 
their work to enable them to reach it without unreasonable cost 
or fatigue, at rentals within their income, then there is in that 
locality a genuine shortage of dwellings. Unless some such 
definition is agreed upon, discussions on the ‘ house famine’ are 


” 


apt to lead only to confusion and misunderstanding.” It is truly 
amazing that eleven persons could make themselves responsible 
for an attempt to avoid confusion and misunderstanding by mixing 
up a shortage of houses, in the sense of houses not being forth- 
coming, although people were able and willing to pay a remunera- 
tive price for them, and a shortage of houses in the sense of houses 
not being forthcoming for all the people who would be glad to 
live in a particular locality “at rentals within their income.” 

Not an atom of evidence, or even of tittle-tattle, is brought 
forward to show that house-building or house-owning for the 
working classes or others is more remunerative than other busi- 
nesses, nor that sites can only be obtained at more than “the 
normal market value for the district.” All that is adduced is a 
large number of tiresome reports from various places to the effect 
that more houses of quite unspecified size and quality, and there- 
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fore of unspecified cost, could easily be let at various rents under 
10s. a week. There is not even a bare allegation that it would 
be even ordinarily remunerative to provide these houses. Some 
of the quotations from reports illustrate quite comically the 
capacity of the Committee to see that every silver lining has its 
dark cloud: “HARTLEPOOL (Population, 20,615; decrease, 
9°3 per cent.)—The decrease in the population of the borough is 
largely due to the fact that the decent class of workmen demand, 
and rightly, clean, wholesome houses, and at present we are unable 
to supply their wants.” In the absence of any statement that 
evictions and demolitions have taken place, anyone less deter- 
mined to be miserable than the Committee would be inclined 
to think that a decrease of 9°3 per cent. in the population of a 
particular small area indicated improvement in housing condi- 
tions. In the same space nine persons are less overcrowded 
than ten. 

“The population” is throughout a kind of fetish to the Com- 
mittee. It is something which is to be accommodated in a par- 
ticular locality at no matter what cost, the restraining influence 
of a want of houses being entirely removed by the organised force 
of the inhabitants of the whole national territory. There is to 
be a “permanent supply in every locality of enough suitable 
dwellings to meet the needs of the population”; authorities are 
to “see that adequate and sanitary housing accommodation is 
provided for the working-class population employed or reasonably 
likely to be permanently resident within their area” (p. 118). 
It apparently never occurs to the Committee that “the population ” 
of an area is a thing which depends upon many different circum- 
stances, among which is, and ought to be, the cost of housing 
it there. If the Committee could succeed in persuading the State 
or some misguided group of philanthropic millionaires to provide 
adequate accommodation for the working-class population em- 
ployed, or reasonably likely to be permanently resident within 
the area, at “rentals within the income” of working-class people, 
I have no doubt that in fifty years or less they could increase the 
population of almost any small town with a railway station in 
the middle of England to a million. Certainly no one can doubt 
that the population of Liverpool, of Birmingham, and still more 
of London, would be immensely greater than it is if only some- 
body would provide adequate accommodation for the working 
classes at rentals within their incomes. The Committee are 
aware that “private enterprise has hitherto erected about 99 per 
cent. of the working-class houses in the country, providing 
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annually about 18 million pounds’ worth of such houses” (p. 99). 
They have apparently never given a thought to the question why 
these houses have been erected in one place rather than another, to 
say nothing of the question how far the distribution has been a 
good one. They are content to propose measures which would 
destroy the existing control without putting anything in its place. 

Fortunately, useful practical suggestions are often made by 
people whose fundamental position is quite unsound—indeed, if 
it were otherwise the world could scarcely carry on. But the 
Committee do not seem particularly successful in this. One of 
the causes of “the present acute shortage,” we are told, is the 
Finance (1909-10) Act, 1910, though “it has been a much 
less important factor in checking the supply of houses than many 
of our informants quite conscientiously suppose ” (p. 83). Another 
is the recent increase in the cost of building ; and a third, very 
strangely, is “inability to secure higher rents.” ‘‘ While houses 
cost more to build, it is not possible to obtain an appreciably 
higher rent for them.” The reader cannot help feeling that if 
the rents had been much higher, the Committee would have found 
that an irrefragable proof of acute shortage; but as rents are not 
much higher, that will do for a cause of shortage. Restrictive 
by-laws are mentioned, and local authorities blamed for them, 
though everyone with any experience of local government from 
the inside knows that the restrictive by-laws all came from 
Whitehall, though Whitehall is now anxious to shuffle off the 
responsibility. The effect of the boom in trade is curiously 
misunderstood. The Committee believe that a boom could only 
increase the demand for house-room in “industrial centres,” as 
if they thought that a greater demand for houses can only come 
from an increase of population, and not also from an increase 
of means. ‘To the suggestion that when people are better off 
they ask for and are ready to pay for larger and better accommoda- 
tion, the Committee would doubtless reply that the working 
classes were not able to pay more because the rates of wages 
had not:risen sufficiently to cover the rise in the prices of other 
and more necessary commodities. But this argument is based 
on the vulgar confusion between rates of wages and earnings. 
The boom did, in fact, by better employment and overtime, give 
the working classes incomes more than sufficiently increased to 
meet the increase of prices, and in any case if house rents did 
not rise as much as other prices, this would appear to indicate that 
houses were less acutely short than other things. Moreover, the 
Committee’s sharp distinction between a demand for working- 
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class house-room by the working class and a demand for house- 
room by other classes is obviously quite untenable. There is no 
sharp line either between the classes or between the houses; the 
working classes are continually invading whole districts formerly 
occupied by non-working-class people, and even the reverse process 
is not unknown, as in Broadway (Worcs.) and Chelsea. 

It is curious the Committee should have made no attempt to 
discover the actual remunerativeness of investment in working- 
class houses, since the probability is that it is really on the average 
somewhat above that obtainable on other home investments. Such 
houses are “undesirable property” to the well-to-do, respectable 
investor. He does not like exacting small payments from persons 
poorer than himself, and he fears the obloquy involved in being 
a ““slum-owner.” Thus the business of providing this want is left 
to a class of persons with a few hundred pounds each, who cannot 
own enough property in different localities to eliminate risk, and 
who therefore collectively get a higher return than would be 
necessary if the property were held by wealthier people. Some 
of them can no doubt give individual and intelligent attention to 
their property, and this tends to economy; but everyone knows 
that large quantities of this small property are constantly falling 
into the hands of incompetent widows and minors, with disastrous 
results in dilapidated and derelict houses. The situation would 
be much improved if there were more people to whom an addi- 
tional quarter per cent. would be sufficient compensation for the 
odium of “slum-owning,” or if this odium could be lessened by 
an improvement in public opinion, or escaped by come corporate 
organisation which would stand between the sensitive investor 
and his ill-informed critics. Alterations in the law doing away 
with the antiquated privileges of the landiord, and at the same 
time making it easier for him to get rid of bad tenants, would 
also help. 

I have left myself no space to deal with the other parts of the 
Report. They are not so feeble as the Housing Part, but the 
reader will be tired by the repetition involved in saying everything 
once, and then saying it again in the form-of “summary of 
conclusions and recommendations.” Taking it altogether, it 
seems likely that the Land Committee will be classed by the 
historian of the future along with its model, the Tariff Commission. 
The orthodox Royal Commission seems to have little to fear 
from its unofficial competitors. 

EDWIN CANNAN 
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The Future of Work, and other Essays. By Li. G. Chiozza 
Money. (London: T. Fisher Unwin, 1914. Pp. xvii+302. 
Price 6s. net.) 


Mr. CuH10zzA MONEY combines in a rare degree the power of 
lucid and accurate handling of statistical material with a real 
boldness and breadth of constructive outlook. His latest exposi- 
tion of his attitude towards the problems of poverty and work is 
therefore worthy of all attention. 

His view, as expounded in the two first essays of this book, 
is broadly that the problem of poverty has already been poten- 
tially solved for us by physical science, but that its solution is 
frustrated in practice by the wastes and follies of our competitive 
system. With regard to the first proposition it may be suggested 
that Mr. Money never furnishes sufficient evidence for his 
optimism. He is inclined to neglect altogether, or at most to 
treat as a mere temporary backwash, two of the most significant 
economic facts of the present day—that fillimg up of the virgin 
soils of the world which is reflected in the almost continuous rise 
in recent years of the relative values of agricultural as compared 
with industrial products; and the gradual working-out of those 
capital resources of heat-energy stored up in the form of coal and 
oil which have alone rendered possible the astounding achieve- 
ments of the last century and a half. Physical science has enabled 
us to exploit natural resources known to exist but hitherto in- 
accessible, and to live upon our capital of power: and we share 
Mr. Money’s faith in its ultimate victory. But those who are 
most entitled to speak on its behalf are not at the moment among 
the most forward in guaranteeing its power to furnish unlimited 
plenty even to the most laborious and highly-organised society. 

This criticism however, if valid, only lends force to the indict- 
ment of waste contained in Mr. Money’s second proposition. 
From an analysis of the Census of Production he concludes that 
out of our whole population only 44 million adult males are 
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actually engaged in the work of material production, and that 
the sum of the net outputs of agriculture, mining and manu- 
facturing amount to little more than half the whole national 
income. (It should be noted in passing that the statement that 
this means an income of only £25 per head gives a misleading 
impression, since if the value of transport, retailing, public 
services, &c., is to be omitted, their cost must also be omitted in 
estimating the purchasing-power of money.) Mr. Money is clearly 
right in emphasising the enormous waste of energy and resources 
in competitive advertisement and sale, and in the multiplication 
of middlemen and retail agencies. For the rest, we have his 
assurance that he is not guilty of any heresy about “productive ” 
and “unproductive” labour; but it is surely rather sweeping to 
dismiss the whole population of the City of London, “from mer- 
chant to clerk, from shopkeeper to girl typist, from stockbroker 
to commission agent, from banker to office-boy, from lawyer to 
doorkeeper,” as an army of parasites. Nor does he ever hint 
that it is only a relatively wealthy community that can afford to 
employ so large a proportion of its members in the provision of 
transport and amusement and education and public service. 

As to the future, Mr. Money, like Mr. H. G. Wells, looks 
forward to a system of industrial conscription, under which no 
man will escape his share of manual work, and every man will 
be free to devote his ample leisure to intellectual pursuits, sport 
or idleness, according to his tastes. It would be useless to pretend 
that Mr. Money’s picture of the Great State is entirely clear 
or convincing; but threatened as we are by the Collectivist 
Bureaucrats on one side and by Mr. Taylor and his profit-hunting 
management experts on another, we cannot but be grateful for 
the insistence upon the immense price paid for material progress 
in the loss of versatility and fullness of life, both among those who 
are condemned to, and those who are exempt from, manual toil. 
It is worth considering very carefully whether the excesses of 
militarism among the “cultured” classes which bid fair to wreck 
the world to-day, are not due largely to the fact that war is almost 
the only process which brings them into touch with those hard 
physical realities for which the most black-coated of us has an 
innate subconscious yearning. 

But it is all surely a question of how far we are rich enough 
to forgo the manifest economic advantages of the division of 
labour. If Mr. Money is right in his assumption of the potential- 
ities of unlimited plenty, the sooner we unspecialise ourselves the 
better : otherwise we must be content to wait a bit before we can 
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afford to substitute the enthusiastic amateur for the whole-timer, 
either in coal-mining or in business management and intellectual 
research. But that is no reason for delaying the extermination 
of parasites. 

The remaining essays in the volume are of unequal interest 
and merit. There is an excellent and instructive account of the 
work accomplished under the Trade Boards Act, and vigorous 
polemics against Tariff Reform and the Single Tax. In his 
discussion of agricultural wages, Mr. Money adopts the rather 
perilous position that differences of efficiency are entirely an effect 
and not a cause of the differences of wages in different counties, 
which are due solely to differences in propinquity to coal-mines. 
With regard to the rising price-level, he regards the large volume 
of credit compared with gold money as sufficient proof that the 
influence of increased gold production has been relatively small, 
and does not consider how an increase of gold, by swelling bank 
reserves, may be expected to make its effect felt through the 
medium of a credit economy. 

Mr. Money’s argument is punctuated with rather childish 
attacks upon certain shadowy beings called “the economists of 
the chair,” who appear to earn a discreditable livelihood by 
teaching, among other things, that capital is “unwasting and 
indestructible,” and that the sole importance and value of land 
lie in its qualities of natural fertility. It would have been better 
if he had been at some pains to discuss what certain economic 
writers really do say about the nature of capital and land. In his 
essays on taxation, for instance, he does a real service in pointing 
out how small has been the increase in Government expenditure, 
whether for naval or social purposes, compared with the increase 
in the national income; but he never attempts to meet the real 
position either of those who advocate economy or of those who 
advocate differential treatment of incomes derived from land. 
Like most Socialists, he is so convinced that the State could 
undertake the functions of business organisation and the provision . 
of saving, that he almost forgets that it does not, in fact, attempt 
to do so, and that until it does it must necessarily have regard 
to the effect of its actions on private enterprise. In particular this 
should not have been forgotten by one who takes such a gloomy 
view of the result of the export of capital as is indicated on p. 236 


of this work. 
D. H. Ropertson 
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Work and Wealth: A Human Valuation. By J. A. Hopson. 
(London: The Macmillan Company. 1914. Pp. ix+361. 
Price 8s. 6d. net.) 


THIs book presents some views that are familiar to Mr. 
Hobson’s readers, but he has also struck out some new lines of 
analysis, and has co-ordinated a great deal of sociological and 
partly economic reasoning in relation to the central idea of human 
values. It is an impressive piece of work, though the treatment 
is unequal, some chapters (especially in the first part of the 
book) aiming at a scientific treatment, while in others the author 
lets himself go on broader questions. One feels that it must have 
been a great relief to him to get the chapter on sport and culture 
off his chest. But the central idea is sustained throughout, though 
it hardly matures in definite proposals for a new method of 
distribution ; and this is unfortunate, in view of the author’s 
repeated attacks on certain imperfections which he imputes to 
current economic science. 

Mr. Hobson’s thesis is that the special study of economic 
problems, if it is to be socially serviceable, must be subject to 
some general standard of what is humanly desirable ; even though 
this standard has to be vaguely conceived, as all standards of 
progress must be, as one of “human welfare,” whose content will 
change with time. And what is specially required is that more 
prominence shall be given to methods of consumption than 
hitherto ; since this field, of great importance in relation to utilities 
and wastes, is as yet unexplored or ill-explored. Further, a rather 
mechanical character has been given to economic studies by their 
purely monetary measures of values, a fact which disqualifies 
much current economic science for the work of human valuation. 
We must go back to Ruskin’s idea, and value things in terms of 
life, or “organic welfare.” Labour cannot be treated as a cost 
of production, like raw material ; behind this monetary valuation 
lie many diverse aspects of human value. 

We must get behind the market, and trace goods backward 
into their processes of production, and forward into processes of 
consumption ; and see how much human cost, waste, and welfare 
are involved. What costs and utilities will be revealed on either 
side? what capacities to bear the costs or consume the utilities? 
what distribution of these costs and utilities in relation to such 
capacities ? 

The analysis of human costs, as regards the supply of both 
labour and capital, is of great interest, and perhaps the most 
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notable feature of the book. The supply of goods and services 
ranges from the work of the artist and inventor, where the natural 
pleasure of the work minimises the cost, to the routine forms 
of manual toil, where the human costs, material and spiritual, 
are high. Between these limits lie the directing work of manage- 
ment and ability, and the speculative work of the financier. For 
example, some degree of business risk is pleasurable; but some 
is forced, and involves strain. Even some routine is socially and 
individually good; but the routine of most manual labour has a 
high cost in fatigue, and the suppression of those aspirations 
which modern education is developing among the working classes. 

These costs are variously distributed. There is the “unequal 
treatment of equals” in the irregularity of work ; and the “equal 
treatment of unequals ” in the work of women and children when 
placed under the same conditions as men. 

Similarly with regard to capital. The saving and risk-taking 
which are behind the supply of capital vary in their human costs. 
Much saving, that of the very rich, is costless; of middle-class 
saving there is some that is of low cost, and indeed is only an 
“evening” of consumption over a time, while some implies a 
real present sacrifice, and the economic stimulus of interest ; while 
working-class saving implies a high cost in its intrusion on the 
standard of comfort. It is all capital in the end; but behind 
its money value are all these differential facts. 

When we turn to examine consumption of goods, in relation 
to utilities and the sum of welfare, we find that a large part 
of consumption—on war, sport, “culture,” drink—positively 
wastes life; and there are many interesting features of social 
waste in more ordinary consumption, through the influence of 
class on class, by imitation and emulation of methods of spending. 

Placing the two sides together, we find much costful produc- 
tion which goes in wasteful consumption ; and have to think out 
the possibilities of adapting industry in such a way that the last 
useless units of consumption can be cut away, and release produc- 
tion from the last and most costful units of labour and fatigue. 
This opens out the whole theory of leisure, and of the working 
day; and Mr. Hobson develops the position from a number of 
points of view, holding that we can lessen the present “tyranny 
of industry over human life” without reducing, and indeed while 
positively increasing, the economic tendencies toward organic 
welfare, through lesser labour costs, higher human values realised 
in leisure, and lower disutilities in wasteful expenditure. 

It is not so clear how the industrial reconstruction is to be 
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made, and Mr. Hobson admits that only a broad sketch can be 
given. In most recent schemes of reorganisation, such as Co- 
operation, Syndicalism, and local or national Socialism, he finds 
some degree of failure to harmonise the conflicting interests of 
the producer, the worker, and the consumer. But he holds that 
the forces making for harmony are increasing in strength over 
those making for strife. His definite suggestions are for a mini- 
mum wage, to cover the full costs of living that are fundamental 
to all human life ; and to obtain this he would absorb in industry 
those non-productive surpluses which now do the double harm 
of withholding payment from labour, and making for wasteful 
expenditure elsewhere. For this purpose, he foresees a growing 
social control over those occupations where routine counts for 
much ; and on this basis of general industry, State-controlled and 
paying a full living wage, he would construct the edifice of those 
forms of service where individual initiative counts for more, 
and over which the State cannot so fittingly exercise so direct 
a control. But this will not be done unless the community is 
alive to an ideal of the value of social welfare; and education 
must develop this sense of a social soul, a society having its own 
organic life and making its claims as a society on its members. 
To the content of the ideal at any time it is not for any fixed 
ethical theory to contribute, for the content will change with time ; 
but an enlightened. common sense, and a sharper social conscience, 
must be kept alive as the guardian of the interests of those other 
sides of life on whose field industry at present encroaches too 
much. 

Mr. Hobson’s argument is of even more value than his con- 
clusions. It is the fullest reasoned plea for human values that 
has been contributed to social study for some time. But I do 
not think that such a plea need have been put forward as a 
protest against current economic science. The blow does not fall 
anywhere; such further analysis as Mr. Hobson provides of 
demand and supply, and his request for a fuller social conscience 
in raising the standards of wages and expenditure, are most 
obviously congruent with the expressed ideals of economic 
scientific literature. There are other points on which discussion 
might be raised; especially the author’s views on surplus, and 
on the marginal theory of values, and on the alleged failure of 
economics to grasp the extent to which competitive conditions 
have passed away. He makes, I think, a special mistake in 
supposing that the last of these is due to mathematical influence ; 
tor it is monopoly which most easily lends itself to mathematical 
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treatment, and it was from monopoly that Cournot started his 
analysis. But these differences hardly affect one’s obligation to 
Mr. Hobson for a book which is a great contribution to sociology, 
taking economics as its point of departure. 


D. H. MAcGREGOR 


The Export of Capital. By C. K. Hopson, M.A. (London: 
Constable & Co. 1914. Pp. xxvi+264. Price 7s. 6d. net.) 


THIs thesis (approved for the London D.Sc.) is the result of 
Mr. Hobson’s investigations while Shaw Research Student at the 
London School of Economics. It consists of three parts, 
theoretical, historical, and statistical, well knit together to make 
a consecutive whole. The author naturally finds little that is new 
to say on the purely theoretical causes that move capital, or as 
to the definitions of capital and exportation. Perhaps he does not 
lay enough stress on the facts that in general it is persons, not 
nations as a whole, who make investments, and that all that 
foreign trade statistics can show as to ownership of capital is 
that goods or gold have been received in this country or that, 
with the corollaries that owners of fluid capital have invested in 
some specified country and persons to whom interest is due have 
consumed it in the same or another. The statement put in this 
vague way reads very differently from the popular view that the 
citizens of the United Kingdom have invested in younger countries 
and are receiving interest therefrom. Mr. Hobson shows that 
he is quite aware of the multiplicity of the ways in which owner- 
ship of capital can be transferred, but he leaves the reader under 
the impression that he regards a nation as more than an accidental 
assemblage of persons who happen to spend their incomes in a 
particular territory. The need for greater explicitness is shown 
by the difficulties, which are boldly faced in this book, that arise 
from the ownership of shipping. If an Englishman has shares 
in an American shipping company that works in the Pacific, he 
is an owner of foreign capital; but how are we to distinguish 
foreign from other investment if Americans and English own 
jointly a fleet of Atlantic liners? Somewhat similar difficulties 
arise from the valuable and illuminating chapters on the history of 
international investments. How are we to know the residence 
of owners of capital? For instance, when we read (p. 155): 
“The flow of American securities back to America, during the 
decade following 1893, was a temporary phenomenon . . . ” and 
many similar phrases in other places, we reflect that change of 
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ownership only affects the buyer and seller of stock and their 
brokers, and the officials of the company concerned, and in 
general is not a matter of public knowledge at all. Considerable 
changes may indeed attain notoriety, but unremarked minor 
transactions may in the long run outweigh the larger movements. 
A closer analysis of the nature of the evidence on which 
Chapters V. and VI. are based would have been of considerable 
value to future students. Apart from these criticisms, we may 
congratulate the author on having amassed a great deal of informa- 
tion from a variety of recondite sources, and on having so mar- 
shalled it that we have a readable consecutive outline of the main 
movements of capital, especially in the nineteenth century. If, 
as is to be expected, he has occasion to revise the work for a 
further edition, we hope that he will either expand or delete such 
sentences as “Excessive capital commitments in foreign countries 
and at home were followed by speculation in commodities. Rising 
prices produced an influx of goods...” (p. 103), where the 
generalisation is not justified by any evidence adduced, and the 
causation is not clear. 

In Chapter VII. a bold and systematic effort is made to deduce 
from the statistics of imports and exports the annual amounts of 
exportation of capital. The breadth and completeness of the 
treatment are very pleasing, and the whole chapter is a model of 
lucidity. The results obtained show a close correspondence in 
dates and amounts between the movements suggested in the 
historical analysis and those deduced from the statistics of trade. 
Nevertheless, the statistical analysis is not altogether satisfactory. 
An enormous amount of guess-work enters into: nearly all the 
terms in the equation, especially as to the amount and change of 
freights and commissions, and no attempt is made to show the 
effect that different hypotheses in the details would have on the 
final result. The general conclusions (that capital was exported 
specially in 1886-90, &c.), which appear to depend on and, by 
their reasonableness, to make plausible the estimates of freights, 
&c., in fact arise simply because most of the items are assumed 
to change gradually and continuously, so that the fluctuation of 
excess of imports is bound to be reflected faithfully (and inversely) 
in the fluctuations of export of capital, as a careful study of the 
diagram on p. 198 will prove. The apparent exception in 1912 
is due to the inflated estimate for freights in that year; and it is 
unfortunate that this, which depends on very slight evidence, 
should become so conspicuous in a whole series of diagrams and 
tables. It would be a great advantage to students if Mr. Hobson 
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would re-work his whole calculation in some future time; after 
he has tested his factors and accumulated more data, and put 
the whole in a more critical and scientific form in a paper for the 
Statistical Society. It is quite natural that work of this kind 
should suffer when presented in book-form for non-specialist 
readers. 

As to the total of foreign.investments, the difficulty of estimate 
is shown by a comparison of the figures given on p. 162 and p. 207. 
A. L. BowLey 


Poverty and Waste. By HartLey WITHERS. (London: Smith 
Elder and Co. 1914. Pp. ix+180.) 


In this book Mr. Hartley Withers attacks what he well 
describes as the “grey-whiskered fallacy” that expenditure on 
luxury gives employment, which, as he says, “is all the more 
dangerous because it is only half a fallacy and contains just 
enough truth to be deceptive” (p. 20). The proposition which it 
is his object to establish is that “the extravagance of the rich 
increases, perhaps causes, the poverty of the poor” (p. 101), and 
he has not much difficulty in showing that “if capital were more 
rapidly accumulated and more steadily devoted to the production 
of necessaries, wages would rise and necessaries would be 
cheaper” (ibid.). 

The author shows himself fully alive to the weak points in 
the existing industrial system, but after an examination of the 
parts played in it by labour, capitalists, middlemen, and others, 
he comes to the conclusion that the consumer is “the villain of 
the piece.” He successfully answers various rather obvious 
objections which might be raised against his view, but there are 
others which, as it seems to us, he has not satisfactorily met. 
The wasteful expenditure of the rich no doubt tends to perpetuate 
and to accentuate the bad distribution of wealth; but, on the 
other hand, it is the bad distribution of wealth which makes 
possible the wasteful expenditure of the rich. To induce people 
to use their wealth more wisely is, of course, all to the good; 
but a reform of this kind would not carry us very far, because 
it would leave untouched the root of the evil it desires to remedy. 
Is not Mr. Withers attempting to counteract the results rather 
than to remove the causes of a bad distribution of wealth? 
Again, is it so easy to counteract these results as he would have 
us believe? No doubt, if the rich as a body could be induced to 
forgo their luxuries and to invest in industries engaged in the 
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production of necessaries, wages would rise and necessaries would 
be cheaper, as he says. The author, of course, recognises that 
the thing cannot be done suddenly without causing great disloca- 
tion of industry and consequent hardship. It must be done 
gradually, he thinks. But can it be done gradually? Of course, 
if people would invest in extending and improving boot factories 
instead of buying fireworks, to take his own example, it would 
be a distinct gain. But how is the individual who spends a few 
pounds on fireworks to do this? Unless he happened to know of 
a boot factory which was raising new capital at the time, it is 
difficult to see how he could. Of course he might buy shares in 
a boot factory, but this would only mean that someone else sells 
them, and the question then turns on what the someone else does 
with the money. Mr. Withers writes with sympathy of the aims 
of Socialists, though he has grave doubts as to the practicability 
of collective action in many directions. But in the case under 
consideration it appears to us that individual action is not likely 
to bring about a far-reaching reform, and that only collective 
action can succeed. Is not the author suggesting an individualist 
remedy for a social wrong? 

But we may be doing Mr. Withers an injustice, for he does 
say on p. 99 that he is “only trying to show what everyone can 
do, here and now, to chip away one or two bricks from the sordid 
edifice of poverty.” He has certainly succeeded in this, but 
other parts of the book suggest that he is trying to show how at 
least a fairly wide breach in the walls could be made. 

The book, besides its main thesis, contains a good deal of 
elementary economics—perhaps sometimes too elementary, but 
always clearly stated. There is too much repetition, and we are 
not sure whether a pamphlet would not have sufficed for the 
author’s purpose. 

H. SANDERSON FURNISS 


The Economic Organisation of England. By Proressor W. J. 
ASHLEY. (Longmans. 1914. Pp. viii+213. Price 2s. 6d. 
net.) 


Any new book from Professor Ashley’s pen is an important 
event, especially when he sets out to survey the whole field of 
English economic organisation, from manorial times to the present 
day. Although the book only claims to be “an outline history,” 
and is embodied in the form of eight lectures, it is so amazingly 
suggestive and stimulating all through, that even the advanced 
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student will read it with avidity and visualise economic happen- 
ings in a clearer light. 

Perhaps the most original chapter is the final one, entitled 
“Joint Stock and the Evolution of Capitalism.” Professor Ashley 
here discusses recent developments, such as the English experi- 
ence in co-operation, profit-sharing, the concentration of capital, 
and the tendency of businesses to control all the processes con- 
tributing to the final result, from the mining of coal and ore 
to the finished article, which he terms “integration.” He lays 
special stress on the fact that over the whole of the industrial 
field there is now a movement away from unrestricted competi- 
tion to some greater degree of stability, leading to the appearance 
of combinations, amalgamations, and agreements, national and 
international. He also adds: “I am convinced that to future 
generations the era of unrestricted competition, with its recurring 
crises, will seem like a malady of childhood. I view the combina- 
tion movement with the more hope because I regard the regu- 
larisation of production as the best hope for the labouring classes, 
for whom steadiness of employment is far more important than 
the amount of remuneration” (p. 189). The combination of 
employers and their unity of action is also another of the recent 
features of capitalistic development which Professor Ashley 
regards optimistically. 

But one would hardly realise from the book that there was 
any other side to English development than the social grouping 
of the various classes and their relation to one another. Thus 
we get no reference to the policy known as the Mercantile System ; 
no reference to the astonishing commercial and colonial expansion 
of the seventeenth and eighteenth centuries. This seems the great 
defect of the book. “Tudor Nationalism” is grouped in the same 
chapter as “Domestic Industry,” and presumably, according to 
the author, was only concerned with the poor law, apprentices, the 
checking of enclosures, and the fixing of wages, since nothing 
else is mentioned. But the Elizabethan policy was far wider in 
scope, and was concerned not merely with the regulation of 
industrial conditions, but with the stimulation of commercial 
expansion and the production of those things at home which 
should provide for the security of the realm. 

The reason for this seeming onesidedness lies in the fact that 
Professor Ashley sets out to resolve a problem, viz., why large 
estates are the characteristic feature of England, while in Ger- 
many between two-thirds and three-quarters, and in France one- 
half of the land is owned by small proprietors (p. 2). He 
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therefore gives a description of the agrarian system of the manor, 
its break-up and the beginnings of modern farming, in which 
the most recent research on the question of copyholders and the 
enclosing movement is embodied. He gives an admirable sum- 
mary of the effects of the Reformation on economic life. “The 
Reformation in religion, whether for good or for ill, was an 
expression: of individualism ; it emphasises the direct relation to 
God of the individual soul. But religious individualism was but 
a part or aspect of a universal tendency in the direction of freeing 
the individual from tradition and usage and stimulating him to 
think and act for himself. And this took shapes both good and 
bad ; it showed itself in greater individual enterprise and improved 
methods of production, and it showed itself in more obvious 
selfishness and self-seeking; what contemporary writers call 
‘ private affection,’ ‘ private profit,’ and ‘singular lucre.’ In all 
the economic relations of human beings with one another, it meant 
more of what we now call ‘ competition,’ with all that it involves.” 

He follows Mr. Tawney in regarding the Reformation 
and the accompanying dissolution of the monasteries as a 
period when we get the marked commercialisation of English 
land. He seems to neglect the fact that the enormous 
changes in land-holding which resulted from the Civil War 
also brought about another stimulus to the commercialisa- 
tion of land. The compoundings, sequestrations, and sales 
of land of recusants, royalists, and other “delinquents,” which 
fill no less than five volumes of the Calendars of the State papers, 
resulted in a considerable amount of land being transferred from 
royalist and conservative landowners to up-to-date Puritans with 
capital. The considerably accelerated enclosure movement of the 
last quarter of the seventeenth century, and the accompanying 
consolidation of estates, is probably due in no small degree to 
this change of landowners. Professor Ashley, however, seems to 
ascribe the impetus to large estate formation to the growing 
trade of the eighteenth century, which enabled those who had 
made money by it to offer “prices in excess of the capital value 
of their properties as sources of income” to small holders. Once 
the members of this moneyed interest had secured land by pur- 
chase, they consolidated it and perpetuated the large estate by a 
system of entail which prevented dispersal. In connection with 
the resultant benefits of large farms to agricultural methods, he 
points out the difficulty of transporting food before the days of 
railways and steamships, and remarks : “The English population 
certainly went through hard times, but it was, at any rate, kept 
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alive and enabled to increase fifty per cent. between 1750 and 
1800” (p. 1386). He points out that both Tory landowners and 
Whig economists such as McCulloch agreed with the policy of 
large farms, though from different motives. 

One of the most suggestive parts of the book is that describing 
the organisation of industry before the coming of machinery, and 
Professor Ashley clears up-a good deal of confusion by emphasis- 
ing the altogether exceptional position of the Yorkshire woollen 
trade. He makes a very interesting point when he tries to show 
that the capital for the new industrial revolution was supplied 
by the “abstinence” of non-conformists: ‘Pecuniary means 
acquired by assiduous application to business and the prudent 
choice of the gainful way naturally accumulated when there was 
no expenditure on amusements or interests outside the business, 
the family, and the religious ‘ connection.’ ” 

The book is packed with these illuminating suggestions, only 
a few samples of which are here quoted. However much economic 
history anyone may know, he cannot read this book without 
feeling, in the end, that he has learnt more and acquired new 
points of view. It is quite the best of the smaller economic history 
books known to me at present. But one feels a little sorry for 
Professor Ashley’s Hamburg audience if all this mass of informa- 
tion about a foreign country was administered to them in eight 
lectures in the course of a fortnight. It seems to be a summary 
of the work of a lifetime. 

LiniAN KNOWLES 


Le Chartisme. By Epouarp Doutuians. (Paris: H. Floury. 
1912. 2 vols. Pp. 426+501.) 


OF all the movements which stirred England in the nineteenth 
century Chartism is the best known and the least understood. 
The standard narrative of Mr. Gammage is overloaded with tire- 
some, closely-printed details of persons and speeches, and the 
author, being himself a Chartist, attains to no general view. 
M. Dolléans, in his two volumes, whilst sketching with native 
acumen the character of the Chartist leaders and drawing copiously 
on original sources, has at the same time succeeded in envisaging 
Chartism as a whole, and fixing its place among contemporary 
events. We leave his book with the feeling that it is destined to 
become the standard authority. 

Amid a host of persons two stand out, William Lovett, the 
self-taught apostle of moral foree—brave, honourable, and always 
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on the losing side—and Feargus O’Connor, the Lion of the North, 
with his huge frame and voice of thunder, a cowardly rogue, 
the people’s idol, and always winning as long as Chartism itself 
was alive. Lovett fostered the Charter through infancy. 
O’Connor ruled the full-grown thing, and finally sacrificed it to 
his own mad scheme of joint-stock farming. 

As a programme, Chartism was painfully exiguous. The 
familiar Six Points, formulated by Lovett in May, 1838, with 
the help of Francis Place, were preached in season and out of 
season for the next ten years. Petitions praying that the People’s 
Charter might become the law of the land were submitted to 
Parliament amid ceremony and acclamation by the delegates 
of the People’s Convention, and were ignominiously rejected by 
a disdainful House. Its few supporters within the House were 
ashamed of the motley violence without. Government let the 
Chartists talk, but when declamation deepened into threats of 
violence, into appeals to arms and a general strike, it struck 
heavily at the leaders, and by the end of 1839 it had most of 
them safely in prison. Sobered by gaol, Lovett and Collins 
emerged in 1840 with a tempered programme. Its title, as of 
old, was Chartism, but there is more in their booklet about 
education and temperance halls than about politics, even of the 
peaceful order. The attempt of the moderate Chartists to form 
an alliance withthe middle-class followers of Joseph Sturge, 
the Quaker champion of an extended suffrage, broke down in 
1842, and Lovett ceased to take an active part in the movement. 
O’Connor, on the other hand, profited alike from the failures and 
successes of Chartism. When they declared for a general 
strike, he claimed the credit of diverting it to a _ three- 
day holiday. When the moderates were in prison, he, the 
man of force, was at large. When John Frost in 1839 
raised the standard of revolt in Monmouthshire, the North 
hung back, owing to O’Connor’s treachery, and when Frost 
was in the clutches of the law, O’Connor gained glory by 
promising to defend with his voice and his money the cause 
of the man he had just betrayed. One after another his rivals were 
discredited in the Northern Star—Lovett, Collins, O’Brien, 
Cooper, and every other who turned against the Irish bully; and 
finally, in 1848, when the Continental revolutions galvanised 
Chartism into a final spasm, O’Connor had the distinction of 
abetting the call to violence and assisting the police in disbanding 
the Chartists assembled in their thousands on Kennington 
Common. On August 5th, 1844, the Lion of the North crossed 
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swords with Cobden at Northampton, and was easily vanquished 
in argument ; but he lost nothing by his defeat, because it suited 
him just then to come over to the winning cause of the Anti-Corn 
Law League. During this time he was an ex-member of Parlia- 
ment and in control of the only working-class newspaper which 
had a big circulation. The inner history of Chartism defies record, 
for the reason that the primary authority, the Northern Star, 
is a tissue of lies. In one thing only was O’Connor consistent, 
and on this he foundered. From 1842 he cared for nothing but 
his Land Scheme. ‘The idea was borrowed from Owen, and 
the financial collapse which overtook the Owenite communities 
was witnessed again at O’Connorville. In 1852 this supreme 
demagogue was confined in a madhouse, and three years later 
he died. 

Thus viewed at close quarters Chartism is a series of dismal 
and disreputable episodes. But Carlyle, in his Essay on Chartism, 
grasped its wider meaning. “What,” he cries, “is the meaning 
of the ‘ Five Points’ [one of the points, equal electoral districts, 
had disappeared from the list] if we will understand them? 
What are all popular commotions and maddest bellowings, from 
Peterloo to the Place de Greve itself? . . . To the ear of wisdom 
they are inarticulate prayers; guide me, govern me! Iam mad 
and miserable and cannot guide myself.” And again: ‘Chartism 
is one of the most natural phenomena in England. Not that 
Chartism now exists should provoke wonder ; but that the invited 
hungry people should have sat eight years at such a table of the 
Barmecide, patiently expecting somewhat from the name of 
a Reforming Ministry and not till after eight years have grown 
hopeless, this is the respectable side of the wonder.” This was 
written in 1839. M. Dolléans has traced, with great insight, 
the spreading of the seeds of economic discontent over the field 
of politics. In the ‘twenties there was distress, but the remedy 
was sought along economic lines. ‘The Government reformed 
its tariff, aided emigration, and distributed doles of relief in 
the manufacturing districts. ‘The people, led by Owen, looked 
for salvation in Co-operation, Trade Associations, Equitable 
Labour Exchanges, and Land Communities. Then came the 
Reform Bill, which diverted the nation to politics. Disillusioned 
by the results of the Reform Bill, the democracy pressed for yet 
more radical reform. ‘The new poor law and the factory system 
were associated in the people’s mind with the political triumphs 
of the bourgeoisie. But while industry was prosperous, politics 
were conducted with peace. When depression reappeared after 
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1836, the storm broke. The rage of the populace caught up 
with the rage which Chartists and Anti-Corn Law Leaguers were 
preaching from their platforms, and the leaders of these in 
1842 stood helpless before the tumult which they had desired 
but had not caused. 

The Owenites in the ’twenties had real successes. Their co- 
operative societies were the forerunners of the solid achievements 
of Rochdale, and out of the burning idealism of the day there 
emerged a lively body of theory. The Early English Socialists, 
with one finger on Owenism and another on their great Right, 
the Right to the whole produce of labour, riddled the position 
of the classical economists and laughed to scorn many of their 
bogies. But Chartism has no such successes to show. To-day, 
indeed, after the lapse of decades, several of their points have 
been won, and others are in sight of attainment, but the victory 
is not the victory of the men who worked for the People’s 
Charter. Nor did they evolve any political theory worthy of 
being ranked with the economic theory of early Socialism. When 
they talked politics they were monotonous and naive. They 
extolled Poland or America, and denounced the extravagance of 
the British Government. Their theory was a restatement of 
the economic criticisms already made in the ‘twenties, and, with 
characteristic blindness, they clung most tenaciously to the 
feeblest part of that theory, the mad intrusions into currency 
and finance. 

It is a pity that M. Dolléans’ work is disfigured by mis- 
spellings of English words, e.g., “phasis” for phases (1., 106), 
“dwt.” for ewt. (I., 175), ‘“Crawfort” for Crawford (II., 94), 
“Mrs.” Sturge and Crawford for Messrs. 8. and C. (II., 102), 
‘“‘ Bradshow ” for Bradshaw (II., 189), “‘Cluchester”’ for Chichester 
(II., 457), “‘ Wighs” for Whigs, and soon. Finally, in a quotation 
of half-a-dozen lines from Lord Chesterfield (I., 195) there are 
three absurd errors. We may hope that in the years to come the 


Allies’ printers will know the other’s language better. 
C. R. Fay 


Der Marschall Vauban und die Volkswirthschaftslehre des 
Absolutismus: eine Kritik des Merkantilsystems. By Dr. 
Fritz Kart Mann. (Munich: Duncker und Humblot. 1914. 
Pp. xvi. +526. 12 marks.) 


VAUBAN’s work—like that of many of his contemporaries— 
suffers from the incomplete generalisations which are almost in- 
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evitable in histories of Political Economy. His name is usually asso- 
ciated with the project of the “Dixme Royale” without reference 
to his general position and the tendency of his views on economic 
phenomena as a whole. Therefore, Dr. Mann has done well in 
selecting Vauban’s life and work as the subject of a monograph 
which is designed to give prominence to the economic aspects 
of both. : 

In many respects one is surprised to find how “modern” 
Vauban was. Thus he wrote in favour of a scheme for the 
constituting of a Chamber of Commerce (p. 128). His method 
was “geometrical ”? (pp. 98, 195), though this is to be interpreted 
rather in Spinoza’s sense than in that of the mathematical 
economist. Again, in connection with his statistical inquiries, 
it is interesting to notice that he predicted that the population of 
Canada (which was 13,000 to 14,000 in 1701), would be 6,400,000 
in 1910 (p. 59); and one wonders how far events will fulfil or 
falsify his further prediction of 25 millions in 1970. Then, too, 
he had a conception that commerce should be free (“laisser le 
commerce libre,” p. 132), but it is rightly pointed out in what 
respects this idea differed from that of Free Trade. Vauban also 
insisted that there were natural or geographical limits to the 
expansion of a State—a view which was natural to an expert in 
fortification. Within such limits commerce should be rendered as 
free as possible by the removal of all impediments to the exchange 
of goods. Thus he had a series of schemes for the overcoming of 
difficulties of transport by the construction of a system of canals 
(p. 1381); while he also contended that artificial impediments, 
whether through local duties or monopolies, should be removed. 
Dr. Mann thinks that he stopped at this point, and did not extend 
his conception to freedom of commerce in external trade; but 
since many of the French monopolies were concerned with the 
latter, it is difficult to see how Vauban avoided this extension of 
his principles. An interesting section of the book quotes other 
similar but earlier views, such as those of Lacroix (1623) in 
France and Misselden, Malynes, and the East India interlopers 
in England. Regarding the “open trade,” which is quoted from 
a pamphlet of 1701, this phrase was in common use very much 
earlier, and, as regards India, the thing itself was in active opera- 
tion in the time of Cromwell. Even more significant were the 
expressions of James I. and of Sir Edwin Sandys (1604), both of 
which related expressly to external trade. No doubt the impurity 


1 One of his unpublished works is entitled Projet pour l’établissement d’une 
taille réelle géométrique. 


No. 96.—voLb. XXIV. QQ 




















574 THE ECONOMIC JOURNAL (DEC. 


of the motives in each case—those of James I. being designed to 
attain an entrance of Scotsmen to the English market, and those 
of Sandys to form a new tobacco monopoly—account for the set- 
back which this early phase of the movement sustained. 

The great preoccupation of French writers in the closing years 
of the seventeenth and the earlier part of the eighteenth century 
was with the state of the finances, the growing deficits having 
become burdensome, while the existing methods of taxation were 
most oppressive (p. 153). Dr. Mann traces the gradual growth 
of the system of taxation which Vauban recommends, and follows 
out its developments after Vauban’s death. The importance of 
that method was its revolt against Colbertism and its attempt to 
establish a system of taxes as a homogeneous unity (pp. 197, 
227). 

No doubt the main interest of this monograph to English 
readers will be found in the attempt to assign Vauban his proper 
place in the history of the development of economic theory, more 
particularly since the discussion of this topic involves several in- 
teresting chapters on the idea of mercantilism. No doubt Dr. 
Mann would wish that Adam Smith had never invented the name 
nor had written about the treatises on commerce of the seventeenth 
and eighteenth centuries. Naturally, there is much criticism of 
Adam Smith’s account of the early writers, and it is maintained 
that the conception of a mercantile system was the invention of 
Adam Smith, who was responsible for the element of systematisa- 
tion (p. 317). In the end, Dr. Mann reaches what he calls a 
sceptical, nihilistic conclusion regarding mercantilism, namely, 
that this way of describing economic tendencies‘ means no more 
than the chronological summary of the views which prevailed 
amongst European statesmen from the sixteenth to the latter part 
of the eighteenth century (p. 506). No doubt it is true that there 
are serious objections to Adam Smith’s definition of mercantilism ; 
in fact, it is not difficult to select almost any prominent mercan- 
tilist and to show from his writings that he did not accept what 
Adam Smith dogmatically asserts all mercantilists held without 
equivocation. Still, we require some way of indicating tHe general 
trend of opinion amongst the writers who treated of economic 
phenomena before the physiocrats. The prevalent error—which 
is, no doubt, largely due to Adam Smith—is to consider these 
authors as opposed to the physiocrats: But the development of 
opinion does not proceed by set antitheses expressed with the 
precision of an epigram. Rather there is a gradual growth of 
opinion moving, like a tide, with successive waves. As Schmoller 
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has shown, the organising of nationalities, which was so charac- 
teristic of the beginnings of the modern era, resulted in what is 
variously described as the earlier or cruder form of mercantilism, 
with its reliance on State-regulation, its penchant for the precious 
metals, a favourable trade balance, the encouragement of manu- 
factures and of a numerous population. Undoubtedly Adam Smith 
wronged this point of view by describing it as that of the mercan- 
tile mind; it was, on the contrary, a necessary consequence of 
practical statesmanship when applied to the problems of the six- 
teenth and the early part of the seventeenth centuries, in view of 
the current political science of the period. But it was necessarily 
conditioned by the ideas of the time. As naturalism began to 
emerge, it was inevitable that this new outlook should influence 
statesmen and writers on commerce. ‘Thus, towards the end of 
the seventeenth century one notes a reaction against what was 
of human institution and a leaning to what was believed to be 
a natural order—a tendency which reaches its extreme develop- 
ment in the physiocrats. Thus, for instance, Vauban writes of 
the natural limits of States, and one of his contemporaries con- 
tended that the main objection to Colbertism was that “it forced 
Nature.” The same tendency shows itself in Petty, Dudley North, 
and other English writers; so that, in fact, later or “liberal” 
mercantilism constitutes a transition to the naturalism of the 
physiocrats. Indeed, it seems that a time has come when the 
name “mercantilism” should be discarded altogether. On the 
analogy of the “pre-Socratic ” writers in the history of philosophy, 
we might term all those before the physiocrats (or who, while 
contemporary with, or even later than, the physiocrats, expressed 
the earlier type of opinions), pre-physiocrats, dividing them into 
groups according to any principle of classification which was found 


convenient. 
W. R. Scorr 


A Select Bibliography for the Study, Sources, and Literature of 
English Medieval Economic History. Compiled by a Seminar 
of the London School of Economics, under the Supervision 
of Hupert Hatt, F.S.A., Reader in Palwography and 
Economic History in the University of London. (london : 
P. S. King & Son. 1914. Pp. xiv +350.) 

Economic history is indeed entering into its own, when the 
medieval English portion of it alone comes to be served by a 
substantial and elaborate guide to its literature and sources, and 
when every other part of the historical field, political, ecclesiastical. 
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constitutional, is frankly regarded as contributory, and in that 
sense as even subsidiary, to economic considerations. Many an 
“original investigator ” will have reason to be grateful to Mr. Hall 
and his band of graduate students, and not economic historians 
alone; for the width of its range, which is practically identical 
with that of English medizval history in general, will make this 
book useful far outside the specifically economic radius. 

The proof of such a pudding is emphatically in the eating; 
it is only after trying to use the book for particular purposes that 
its merits can be properly estimated. My anticipation is that 
Divisions II. and III. of Part I., giving a list of inventories of 
records in this and other countries, and Part II., classifying the 
records themselves, will be found of solid value. Here, indeed, 
Mr. Hall, as one of the most experienced officials of our own 
Public Record Office, is on his own ground; and much of what 
he now gives us is not, I believe, to be found elsewhere in print, 
at any rate in an easily accessible form. The general account 
of the location of Continental archives (pp. 145-155) will also 
save the young researcher a world of trouble. It is when we come 
to Part III., devoted to Modern Works,, that one occasionally 
feels a little doubt. Criticisms on the score of incompleteness 
are, it is true, somewhat disarmed by the modesty of the preface. 
We are warned, for instance, that the selection of Continental 
literature “is not exhaustive and is even arbitrary” (p. vi). I have 
gone round my own shelves with the book in my hand, and from 
the test, such as it was, it came out very well. Almost all the 
important books are given in it ; the only very nqticeable omissions 
were Hiillmann’s Stddtewesen, Luchaire’s Manuel, Viollet’s 
Institutions, Biicher’s Frankfurt, and Hildebrand’s Recht und 
Sitte. I was glad to see Roscher’s Finanzwissenschaft inserted : 
there is a great collection of historical evidence in all his books, 
and the historical specialist will be the better sometimes for being 
confronted with one of his generalisations, even if it should turn 
out to be ill-founded. But the same reasons might well have 
suggested the insertion of his other volumes, those on Ackerbau 
and on Handel und Gewerbfleiss. And it must be confessed that 
the section on Fairs and Markets is a little meagre; Sohm’s 
Stddtewesen and half a dozen of the monographs suggested by it 
would have been quite in place. On the other hand, on turning 
over the pages of the bibliography one finds scores of references 
to articles on particular points appearing in specialist journals 
which will be very helpful. One cannot but conjecture that many 
Continental scholars have very properly sent prints of their articles 
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to Mr. Hall or to the London School of Economics, and that the 
outside world is now to reap the benefit of their care. 

What a little troubles me—let me make a clean breast of it—is 
the curiously large number of slips in the entries as to my own 
publications. A collection of reviews and other articles I once 
made appears correctly in the lists, but elsewhere it is twice called 
by a name which describes its contents well enough, but does not 
happen to be its title. An early essay on the woollen industry 
appears in the book and index twice, the first time incorrectly. The 
dates of another book are given twice and differently. All these 
matters are trivial, and will do no serious harm. But I cannot help 
wondering whether, for my sins, a special curse has fallen upon 
me, or whether, if I carefully looked up the entries concerning my 
friends, I should find a similar proportion of little blunders. My 
leader, Archdeacon Cunningham, does not escape scot free. His 
Industry and Commerce appears twice, once as published in 1910 
(which, I think, is wrong), and a second time as having Vol. I. 
published in 1905. Considering what the study of economic 
history owes to his labours, it would have been very suitable to 
have drawn up a complete list of the editions of his great work, 
starting with the small book of 1882, and going on to the various 
editions of the medieval volume of his larger book, beginning with 
1890, and noting the varying contents of the useful appendices. 
There is no place, for instance, where the treatise of Oresme on 
Money (which, by the way, does not appear in this bibliography 
at all) can be so conveniently studied as in the appendix to 
Dr. Cunningham’s first or second edition. The fact is that it takes 
not only a good deal of intelligence, but also a good deal of know- 
ledge to construct a satisfactory bibliography—such, for instance, 
as the late Professor Gross’s exemplary volume ; and these qualities 
are more conspicuous in the sections of this book which show 
the mark of Mr. Hall’s own hand than in those which he benevo- 
lently entrusted to his students. But, when all is said, the merits 
of this bibliography are very great, and its defects will only 


occasion’ a good humoured smile occasionally. 
W. J. ASHLEY 


Statistical Averages: A Methodological Study. By Dr. FRANz 
Zizek. Authorised translation with additional notes and 
references by Warren Milton Persons. (New York: Henry 
Holt & Co. 1913. Pp. ix+392. Price $2.50.) 


v 


Tuts translation of Dr. Zizek’s Die Statistischen Mittelwerte, 
published in 1908, was undertaken by Professor Persons, because 
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that volume seemed to him to meet the requirements of a non- 
mathematical text-book on statistics better than any work avail- 
able in English. Some additional footnotes (supplementing or 
in some cases criticising the text, and giving additional references 
to work of interest to the American student) have been added by 
the translator, and the bibliography has been extended, but 
otherwise no alteration or rearrangement of the matter appears 
to have been made. 

To describe briefly the contents of the book, Part I. is entitled 
Statistical Averages in General. The author classifies statistical 
series under three heads: series of observations upon individuals 
or units which are treated as similar; series the members of 
which are statistical aggregates, forming together an aggregate 
of higher order ; and series the members of which are not absolute 
but relative numbers, t.e., ratios. This classification is the basis 
of all the subsequent treatment. The principal forms of average 
are, very briefly, verbally defined, and Dr. Zizek then proceeds to 
a discussion of what he terms “isolated averages” (such as the 
average wage found by dividing the wages-bill by the number 
of employees) and averages based upon series of items, and 
then to a very detailed treatment of the question of homo- 
geneity. The nature and purpose of averages is the subject 
of the concluding chapter of the first Part. Part II. deals with 
the various kinds of averages, and almost inevitably largely over- 
laps Part I. The several chapters are devoted to the arithmetic 
mean, the geometric mean, the median and the mode. Finally, 
in Part III., dispersion is considered, under the headings 
of the three different types of series as defined above. 
Correlation and allied subjects are only very briefly treated in 
an Appendix. 

The most striking characteristic of the book is the nature of 
the treatment. This is not merely non-mathematical, but prac- 
tically non-numerical ; there is an almost entire lack of statistical 
tables and worked-out examples to illustrate the text. The 
translator himself comments on this as ‘“‘the chief defect,” but 
remarks that “this defect can be turned to advantage in class- 
room use by requiring the students to secure such matter and 
present it.” Surely this is not a high recommendation? It 
seems to the reviewer that the defect is a serious one, and a very 
great improvement could have been effected by incorporating such 
matter and by adding graphical illustrations. Room might well 
have been made for it by some excision and compression of the 
text, which at present extends to quite needless and wearisome 
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length, and by some rearrangement to avoid the excessive 
repetition. 

The translation is in some cases a little obscure and would 
be the better for revision. On p. 21, for example, Verhdltnisse 
would seem to mean “ratios” rather than “relations,” and p. 179 
the translation of Masse by “quantity” instead of “aggregate” 
almost makes nonsense of the text. Judging from a remark on 
p. 161, neither author nor translator were apparently aware of 
the free use in English vital statistics of the factor method of 
correcting death-rates. The statements that “when an average is 
computed from time series, the maximum and minimum are often 
disregarded” (p. 73), that “the measure of fluctuation usually 
taken is the arithmetic mean of the deviations from the arithmetic 
mean of the series” (p. 264), and that the “probable deviation ” 
is rarely used (p. 265) are not in accordance with the experience 
of the present reviewer, nor is it in accordance with present belief 
that homogeneous asymmetrical distributions, in biology and 
anthropology, indicate an evolution (p. 269). 

The volume offers a wealth of references to foreign literature 
and methods, and this should be of service to the student. 

G. U. YULE 


The Ownership, Tenure and Taxation of Land. By THE 
Rt. Hon. Sin THoMAs WHITTAKER, P.C., M.P. (London: 
Macmillan and Co. 1914. Pp. xxx +574.) 


As the author tells us in his preface, this is not a work of 
original research. Sir Thomas Whittaker’s method is to collate 
the views of experts and to present them in a readable form to 
the plain man. His industry is prodigious; he acknowledges a 
special debt to the works of something like thirty authors, and 
the number of books to which he refers must run well into three 
figures. 

Despite its long and varied list of authorities, however, the 
book is not and does not pretend to be an impartial summary 
of the expert evidence. It is avowedly polemical. It seems, in- 
deed, to have been inspired by a rankling indignation against the 
followers of Henry George. Some evils are admitted and a few 
moderate reforms recommended, but the thread which runs through 
the book and binds it together is the defence of the landlord 
against the onslaught of the Single Taxer. This adds entertain- 
ment and interest to what might otherwise have been a dull 
catalogue of facts and opinions; but it also detracts from the 
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value of the book as a work of reference. Authorities whose 
verdict is hostile to the landlord are not always given the promin- 
ence which they deserve. Thus, in the chapters which deal with 
the enclosures there is no mention whatever of the work of 
Mr. and Mrs. Hammond—one of the most valuable contributions 
to the subject which has been made in recent years. Sometimes, 
too, Sir’ Thomas Whittaker’s desire to make out his case leads 
him to draw conclusions too hastily; to put on his facts a con- 
struction which they cannot bear. It is misleading, for example, 
to explain the discrepancy between the rise in food prices and 
the rise in wages since 1896 by the remark that “as wages 
do not fully rise with prices in booming times, so they do not fall 
with them in bad times, and consequently if working-men do not 
appear to be getting the full advantage of good times, they have 
not to bear the brunt of bad times.” ‘The period since 1896 
covers—and Sir Thomas’s own figures show that it covers—a 
depression, as well as a boom. In the depression immediately 
preceding 1896 (1891-6), food prices fell more than ten times as 
fast as wages. In the depression after 1896 (1900-5), food prices 
did not fall at all, while wages fell faster than before. In the 
boom period from 1886-1891, wages rose at almost exactly the 
same rate as food prices; in the boom after 1896 (1906-12), food 
prices rose three times as fast as wages. It is this contrast that 
is held by some people to indicate that working-men have not of 
late years been sharing in material progress to the same extent 
as they did in the closing years of last century. ‘To dismiss it 
with a platitude about the general tendency of wages to lag 
behind prices in boom periods is to evade their ‘argument, not 
to answer it. Similarly, in his chapter on the incidence of rates, 
the distinction between a rate on site value and a rate on im- 
provements is not explained. Sir Thomas Whittaker accepts the 
conclusion of economists that rates on the composite heredita- 
ment fall partly on the occupier. He does not point out what 
is the main ground for this belief; that a rate on composite value 
restricts the supply of new improvements. Indeed, his anxiety 
not to yield an inch to his opponents has led him in one passage 
(p. 454) perilously near to saying that a tax on improvements 
has no effect upon their supply. 

Preoccupation with the single tax campaign is responsible for 
another striking defect in his book. Much space is wasted on issues 
which are of little practical importance. It was hardly worth while 
to refute so elaborately the doctrine that nobody but the landlord 
gains from an increase in the national wealth. Only the most 
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devoted disciples of Henry George believe it, and they are few in 
number and carry little weight with the public. Here and else- 
where one gets the impression that Sir Thomas Whittaker is 
flogging a dead horse. His disquisitions, too, upon the origin of 
private property in land and the history of taxation have little 
bearing on present problems. They are designed—as, indeed, is 
the whole book—as a corrective to the wild statements that are 
often made from anti-landlord platforms. As such they are 
effective, and will prove of value to those who defend the present 
system. But they are as irrelevant as the statements which 
they rebut. 

There is, however, a great deal of relevant information in the 
book. ‘Thrown into the scales against the exaggerations of less 
cautious reformers it will help the reader, who has not time for 
independent research, to hold the balance evenly between the 
landlord and his enemies, and to think straight on questions 
which are rapidly becoming the dominant issues in party politics. 

G. F. SHOVE. 


An Introduction to Economics for Indian Students. By W. H. 
MorenanD, C.§.1., C.1.E. (London: Macmillan and Co. 
1913. Pp. xix +343.) 


THis is a creditable attempt at a straightforward account of 
the broad elementary principles of economics, with useful illus- 
trations from Indian experience. The amount of ground covered 
is not very great for the number of pages; and when it is remem- 
bered that the book is intended for readers for whom English is 
not their native tongue, and many of whom must on that account 
alone plod through its arguments very slowly, doubts arise as 
to whether a greater amount of condensation would not have been 
of advantage. How far to condense introductory text-books is 
always a difficult problem, but it would seem that the dangers 
arising from hasty reading and the overlooking of qualifying 
clauses—perhaps the chief drawbacks to most attempts at giving 
very brief statements of theory to elementary students—are con- 
siderably less when the student has to translate phrase by phrase 
from the author’s language to the language in which he himself 
carries on his reasoning and revises his conceptions. Unquestion- 
ably it should prove a useful volume for teachers of economics in 
India, suggesting ways of bringing out differences between Indian 
conditions and the ordinary social assumptions underlying the 
text-books to which English students are accustomed. The author 
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makes no use of diagrams ; though, on a priori grounds, one might 
have expected that the use of this cosmopolitan language as 
supplementary to the reasoning in English would have been 
especially advantageous for many of his readers. The chief value 
of the book perhaps lies in the chapters on Rent, Wages, Interest, 
and Earnings of Management, in which the author brings out 
methodically the outstanding forms of economic friction that 
prevent the easy application of orthodox principles to Indian 
conditions. In his chapters on Interest it is regrettable that no 
attempts are made to get below the surface even far enough to 
bring out the relation between the representatives of capital 
(bankers’ “money”) and concrete capital apparatus; and such 
statements as this—“‘capital can be moved from place to place 
more easily and more quickly than wheat ”—seem likely to prove 
misleading to students whose bias is perhaps especially strong in 
the direction of confusing money with wealth. 
L. ALSTON 


Corporate Promotions and Reorganisations. By A. 8. Dewinc, 
PH.D. (Harvard University Press. 1914. Pp. 615. Price 
10s. 6d. net.) 


THE striking feature of this volume lies in its immense amount 
of information and detail relating to the “trust movement” in 
the United States. The author is to be congratulated upon his 
pertinacity in bringing together such a mags of information of a 
most complex character in a clear and systematic volume. 

Mr. Dewing has surveyed in detail the life-histories of a 
group of American trusts selected to illustrate those which have 
passed through a complex cycle of promotion, failure, and re- 
organisation, in order to bring out the actual powers of the 
“trusts” as aggregates of capital fundamentally dependent upon 
the general conditions of their respective industries and of business 
efficiency. The conditions of promotion, causes of failure, those 
necessitating and determining the success of trust ‘“reorganisa- 
tion” are kept in view in particular. Some fifteen American 
combinations are thus considered, each representative of a par- 
ticular branch of industry. Thus are taken in turn the consolida- 
tions of firms producing leather, starch, glucose, cordage, electrical 
apparatus, salt, bicycles, malt, cotton yarn, cotton duck, asphalt, 
glue ; of building construction, realty, and shipbuilding. In each 
case the general conditions of the particular industry and their 
bearing upon the possible efficiency of a trust are first outlined 
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carefully; then the causes and methods of trust promotion are 
minutely indicated in the particular cases, and the conditions, 
personal, economic, financial, and business, which produce failure, 
are analysed and surveyed. In each particular case, too, the 
methods of reorganisation adopted and the consequent position 
are considered in detail. Throughout the volume official docu- 
ments invaluable to the- student of business organisation and 
industrial combination are reproduced. 

In the latter portion of the volume the author carefully surveys 
the general character of the periods and methods of promoting 
“trusts,” the degree of control obtained, the profits, anticipations, 
and results, capitalisation and the management of securities. The 
section which co-ordinates the data relative to these points and 
outlines the causes of failure of particular trusts (as the diffusion 
of responsibility and organisation, lack of loyalty on the part of 
officials, of any personal ties between the trust and their em- 
ployees and customers, the prejudice of traders and the public, 
weakness of finance and organisation, &c.) is extremely sugges- 
tive. The last chapter deals with the general problems of corporate 
reorganisation, the expedients designed to bring temporary and 
permanent relief, their relations to employees, bondholders, 
banking and merchant creditors, and stockholders. 

Throughout, the great influence of legal conditions upon the 
trust movemént in U.S.A. is closely indicated. The volume in- 
dicates the right direction for study of the trust problem, now that 
the general position has been made clear, viz., the detailed study 
of the position, powers, and life-history of specific consolidations 
selected from particular industries. Only thus can we properly 
gauge the monopolistic tendencies involved in the “trust move- 
ment.” The author rightly emphasises the powerlessness of mere 
aggregates of capital to hold monopoly for long, unless they are effi- 
cient business units with a strong human element of ability, loyalty, 
goodwill, and a strong backing of monopolistic advantages. Other- 
wise internal financial difficulties, and newly arising competition 
assuredly undermine their fabric. The author confirms the predic- 
tion that the trust (apart from monopolistic advantages not to be 
reproduced) is essentially as dependent upon its efficiency as an 
instrument of production and distribution as is the small private 
firm. Hence the author hazards the belief that the trust problem 
will work out its own solution. From this point of view we should 
like to have seen the author consider the position of specific con- 
solidations that have acquired and have held a strong degree of 
monopoly power. It would probably confirm by a negative 
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method the conclusions arrived at by the positive treatment con- 
tained in this most valuable volume. Although at times the 
weight of matter inevitably makes for heavy reading, the style 


is throughout clear, and precise, and interesting. 
GEORGE R. CARTER 


American Syndicalism: The 1.W.W. By JoHN GRAHAM Brooks. 
(New York: The Macmillan Company. 1913.) 


A stupy of this book is useful inasmuch as it shows very 
forcibly to what extent Syndicalistic doctrines can be carried. It 
should be remembered, however, that it is the peculiar growth 
of such doctrines in the United States that is dealt with, and that 
though the aim of English Syndicalists may be the same, the 
methods they would seek to employ and the material they have 
at hand are totally different. 

The author appears to regard Syndicalism as merely an 
emphatic protest against the social conditions of to-day, similar 
in aim to many protests which have gone before, but possessing 
great power for good and evil in its doctrines. The “Industrial 
Workers of the World,” we are informed, “owes its origin—it 
will owe its continuance—to industrial disorder and strikes.” It 
might have been added that strikes and the worst forms of indus- 
trial disorders will owe their continuance to that organisation 
which has during the last decade played such a powerful, almost 
notorious part in all industrial crises in America. For the move- 
ment is not an economic or political one. It is a class movement. 
The object of the organisation is to prove that the working class 
and the employing class have nothing in common. As it takes 
this as its basis, it is not difficult to see why it does not pretend 
to be an economic movement. Socialism was losing its idea of 
an internecine class war; a new doctrine and a new creed had 
to be devised for the fanatic, and Syndicalism was to provide this. 

Hitherto it has failed to realise completely or to eradicate in 
the slightest degree a schism which is no less real than the gulf 
between employer and employee. Skilled and unskilled workers 
have interests which are the poles apart. The interests of the 
aristocracy and democracy of labour are hopelessly antagonistic. 
A commonwealth of labour is an impossibility. 

Mr. Brooks surveys the whole sphere of activity of the I.W.W. 
and traverses the different methods of warfare which they apply 
and those which they might apply. He does all this in a spirit of 
genuine sympathy, though his critical faculty is always uppermost. 











or 


1914.] BROOKS: AMERICAN SYNDICALISM: THE I.W-W. 58 


The narrowness and bitterness of the movement are justified ; 1t 
is a spirit which is not altogether to be deplored, since it gives 
reinforced expression to the urgent need of social reform. The 
tendency to depreciate what the movement owes to the “intellec- 
tuals” and the virulent attacks which have been made upon them 
are criticised, and the debts of the movement to them are 
summed up. . 

The ideal state of the American Syndicalist is not to be a 
democracy, but an oligarchy. They have the utmost contempt 
for the rule of the many. “Small, energetic minorities” are to 
seize, control and exercise it for the benefit, perhaps of the many, 
but more probably of those “small, energetic minorities.” 
Economic doctrines no less than political are completely disre- 
garded by the apostles of the I.W.W. “Sabotage,” they say, “‘is 
solely against the boss,” forgetting that such drastic means and 
their results invariably tell more heavily on the weak than on 
the strong. 

The book, in fact, furnishes a strong indictment against the 
existing methods employed by syndicalists, and contains a plea 
for ending a policy of negation, because it must be futile in its 
effects. A strong case is made out for the evolution of a positive 
policy, which will slowly encroach on the present system owing 
to its superior justice, organisation, and practicability. At the 
present time the only practical value of Syndicalism seems to be 
that it might speed up the other reforming bodies and, by adver- 
tising by blood the defects of the present system, secure reform 
within. These reforms from within would, however, be opposed 
to the fundamental objects of the Syndicalists. They are so con- 
vinced of the entire rottenness of the existing system, that they 
see it decrepit and hastening to decay. The existing system may 
be bad. Is it weak? The Syndicalists may have a great deal 
of justice on their side, but have they the means, the organisation, 
the men, the brains to replace the present system by a better? 
If the author’s summary of their arguments is fair, and if his 
quotations from their works are representative, the answer to the 
latter question is an emphatic negative. ‘They are too much 
afflicted with what the author well calls “adolescent pranks.” 

Mr. Brooks’ position seems to be this : He has closely followed 
and earnestly and fairly interpreted Syndicalist movements and 
doctrines in America. This study of the social problem has con- 
vinced him of the need of drastic and immediate reform. He flirts 
with the aims of the Syndicalists, but is entirely out of sympathy 
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with their means, which he regards as worse than useless. There 
is no rough-and-ready method to attain Utopia. Harsh cautery, 
sabotage, direct action, the general strike are all useless to promote 
peace in the industrial world. He sets two questions for the 
Syndicalists to answer :—(1) How are the means of production 
to be taken over? (2) What proposals have they for positive con- 
structive action? The attempted solutions to these problems are 
reviewed with justice and sincerity, but the inquiring mind is not 
satisfied. After many questionings and doubts the author’s 
whole position is finally made clear in one sentence: ‘Until we 
learn a new solicitude for things that shame us, this sharp surgery 
of revolt is to be welcomed.” 
JAMES Conway DavVIEs 


Corso di Scienza delle Finanze. By Lvtat E1naupt. Second 
edition. (Turin. 1914. Pp. 1010. 20 lire.) 


THE author warns us that this volume of more than a thousand 
pages is the result of several years’ instruction given by himself 
in different universities, and is, in fact, a series of lectures repro- 
duced by his students. We must not forget this warning in pro- 
nouncing judgment on the work before us; and we propose to 
confine ourselves to examining the author’s general conception of 
public finance as a science apart from economics and other social 
studies. This indeed seems the most interesting side of the work 
at the present time, when many students are trying to remove 
public finance from its uncertain and confused position in order to 
give it a scientific status on a level with economic theory, demo- 
graphy, &c. 

Professor Einaudi holds finance to be a study of prices, and 
it is only when considered from this point of view that he will 
allow it the character of a true science. But with what prices is 
finance concerned? Not with private prices, the study of which 
belongs to economic theory, replies Professor Kinaudi, but’ with 
quasi-private and public prices; with charges (tasse), levies, and 
taxes. 

The author puts his case as follows :—A quasi-private price 
appears when, for example, people obtain their firewood by means 
of the State. Here is a private need; yet men rely on the State 
to produce firewood for them and to sell it to them at the market 
price, because by this means they incidentally secure—and it is 
felt that they secure only through State organisation—the pre- 

















servation of the forests, which is to the advantage of the public 
as a whole, quite apart from that of its individual members. 

A public price emerges when men provide, by means of a 
State railway, for the satisfaction of their separate and distin- 
guishable wants of travelling or sending goods by rail. This is a 
private want, which men do not, however, desire to satisfy by 
private efforts, with prices privately settled, since such prices 
might be raised excessively by monopoly. By handing over the 
undertaking to the State, men obtain or hope to obtain a lower 
public price. Such a method of management (either directly by 
the State or through State delegation to a private body) is a 
necessary condition for a public price. The public price is paid 
voluntarily just like a private or semi-private price, since the 
State aims only at the satisfaction of an individual want, at a 
lower cost than would be fixed by private effort. 

A charge (tassa) appears when, for example, men provide by 
a State railway, not only for the satisfaction of their private and 
separate desires of travelling or of transmitting goods, but also for 
other needs which are common to all and cannot be individualised, 
such as that of national defence, by enabling mobilisation to be 
promptly effected by rail. The price paid is called a charge 
because it only includes the separable portion of the service ren- 
dered, while the indivisible portion is paid for from the taxes 
proper. This charge is voluntary, because it is only in their own 
interest that people travel and use the railway service. 

A levy comes about when men provide for the satisfaction of a 
want common to all and indivisible, such as the construction of 
an ordinary road, the benefits from which it is practically im- 
possible to allot to the different people who use the road; and 
when a private and individual want is satisfied at the same time 
which is divisible among those to whom the public road gives easy 
access to their own house or property. These persons are then 
called on to pay levies or contributions towards expenditure which 
is primarily of public utility. Such a contribution is compulsory, 
because otherwise the private individual would wait for the road 
to be made, in the public interests, and would then use it to 
reach his property, without any payment. 

Taxes proper (imposte) are levied for the satisfaction of needs 
common to all and indivisible, such as national defence. As it 
is impossible to measure the benefits thus conferred on individuals, 
the cost is shared among all citizens with due regard to the neces- 
sary considerations which are dealt with later, such as propor- 
tionateness to property or to ability to pay. Such a tax is com- 
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pulsory, because otherwise all would prefer to benefit by these 
indivisible services without paying for them. 

This is the substance of pp. 24-25 of Professor Einaudi’s book, 
and a little later he adds :—“Starting from the quasi-private 
prices, and proceeding upward through public prices, charges 
(tasse), and compulsory contributions, till we reach taxes proper 
(tmposte), we find a graduated series of facts that are further and 
further removed from private economics till the true sphere of 
finance is reached.” 

We must confess that our own conception of Finance, regarded 
as a distinct science, differs greatly from that which appears in 
these passages of our author, passages that we have reproduced 
literally. Whenever the State or some other public body supplies 
any kind of service or sells any sort of commodity to individuals, 
and is paid a price directly and immediately for the whole or 
part of these, we are no longer faced by a problem of Finance, 
but by an economic problem pure and simple, a special case in 
the general theory of prices; and especially by the prices ruling 
in some particular economic organisation. The name given to 
these prices is altogether secondary, and not worth the trouble of 
discussion. It is rather the general theory of what is known as 
the repercussion of taxes, which, in our opinion, is the funda- 
mental problem of the true theory of Finance. And there are 
other problems, too, before the subject is exhausted. Why is a 
certain tax imposed in a given country at a given time? On 
what principle is the burden shared? Why does it bear upon 
one social class rather than upon another? 

The author has one merit which must not be underrated : 
his treatment of the subject is wholly free from the metaphysical 
mevhod, the most turdensome and disastrous by which a growing 
science can be approached. GuIDO SENSINI 


L’industria domestica salariata nei rapporti internt ed inter- 
nazionali. By Fepertco Marconcint. (Turin. 1914. 
Pp. 847. 12.50 lire.) 


THe author understands by home work for wages a system 
of production of certain economic goods with the following charac- 
teristics :—(1) The worker is employed on material provided not 
by himself but by an entrepreneur, generally by means of a 
middleman or sub-contractor; (2) the work almost always takes 
place in the worker’s home, with tools that may or may not 
belong to himself; (3) the product goes from the worker not 
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direct to the consumer, but to the middleman who is responsible 
for the worker’s payment (p. 35 ff.). Such a system of production 
is now very widespread, especially in the manufacture of objects 
of fashion, in that of so-called objects of luxury, &c.; and the 
author points out carefully the causes of this (pp. 25-38). 

Signor Marconcini offers us a quantity of most interesting 
statistics, on the extent and present conditions of home work 
for wages, in the chief countries of Europe, such as Austria, 
Belgium, France, Germany, England, Switzerland, Italy, &c. 
This, in our opinion, is scientifically the most important part 
of the work, and in it a phenomenon, which has certainly not 
received too much attention, is very well treated in its different 
aspects. The statistics collected and the general observations 
confirm all that has hitherto been more or less vaguely recorded 
about the marked inferiority of wages in home industries com- 
pared with those obtained by factory workers. The reasons for 
this are easy to understand, and a number of them are indicated 
by the author himself. But, overborne by the feelings that the 
unhappy conditions of the workers, and especially of the women 
workers in home industries, arouse in the humane mind, he ends 
by abandoning his objective inquiry in order to give scope to 
these feelings, and to hasten to imaginary remedies for the 
ills described. We believe, for instance, that State intervention, 
urgently desired by the author, would be the best means of 
increasing such evils rather than of eliminating them; nor does 
the example of foreign legislation seem to us encouraging. 

Prof. Loria has written a preface to the volume, in which the 
sentimental and literary points of view predominate over the 
scientific. 

GUIDO SENSINI 


Die englische Arbeiterpartet. By DR. GERHART GUTTLER. (Jena: 
Gustav Fischer. 1914. Pp. x+ 210. Price 5 marks.) 
Gelbe Gewerkvereine in Frankreich (Syndicats jaunes). By 
Dr. KARL FessMANN. (Berlin : Leonhard Simion Nachfolger. 

1914. Pp. xi+119.) 


THERE is a certain similarity in these two treatises. Both 
have the characteristics of good doctoral dissertations, so common 
in Germany; they give detailed consideration to comparatively 
limited subjects, and in each case it is one aspect of the Trade 
Union movement that receives attention. In the long run, no 
doubt, very specialised studies such as these will contribute some- 
No. 96.—volL. XXIV. RR 
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thing of permanent value for the future historian of Trade 
Unionism. But a good deal of what they contain will necessarily 
have to be reconsidered in the light of later events. 

For English readers there is little that is new in Dr. Giittler’s 
careful narrative of how the English Labour Party arose and what 
it stands for. But German students should find the book useful. 
The author has read widely and writes with appreciation of the 
main currents of the English labour movement. But whether 
Mr. J. Ramsay Macdonald’s Socialism deserves special considera- 
tion in a separate chapter is doubtful. Even our author admits 
that there is nothing particularly original in the well-known and 
capable Labour member’s views. However, if this chapter is 
superfluous, the succeeding one, giving a systematic account of 
the Labour Party’s programme, is good. 

In Dr. Fessmann’s study of the Yellow (anti-Socialist) 
Trade Unions in France there is also evidence of wide reading 
on almost every page. As for the origin of the term “yellow” 
in this connection, it is interesting to note that the author rejects 
the current story of the crowd breaking the windows of a café 
in which the group of Trade Unionists were in conclave, and 
the proprietor covering the broken panes with yellow paper. 
His own version is that, just as the socialist Trade Unions are 
generally known as red, so by contrast these, their opponents, are 
dubbed yellow—yellow signifying renegade, coward, weakling. 
Yet, despite their contemptuous name, this section of French 
Trade Unionists, in the opinion of the author, have contributed 
to check the march of the extremists (the C.G.T.), to the advan- 
tage of French national life. Whether there is truth in this 
judgment remains to be seen; but certain it is that Dr. Fessmann 
has given a readable account of a section of the Labour movement 
in France of which not much is known in the world beyond. 

M. EPSTEIN 


Léhne und Lebenskosten in Westeuropa im 19. Jahrhundert. 
By Dr. Cart von TyszKA. (Munich : Duncker und Humblot. 
1914. Pp. viiit+291. Price 8 marks.) 


Many inquiries concerning wages and the cost of living have 
been made of late, but in the majority of cases the period of time 
covered was not an extensive one, and therefore useful com- 
parisons were not possible. An inquiry over a fairly long period 
consequently would serve a good purpose, and this Dr. von Tyszka, 
who is an assistant in the municipal statistical office of the city 














1914] TYSZKA: LOHNE UND LEBENSKOSTEN IN WESTEUROPA 591 


of Leipzig, has provided. But not only has he dealt with a long 
stretch of time—the nineteenth century; he has also included 
five geographical areas—France, Great Britain, Spain, Belgium, 
and Germany. His tables are not based on original research, but 
they are exceedingly well put together, and add to the usefulness of 
a careful presentation of facts. We are accustomed by this time 
to expect excellent compilations and reports in the series known 
as the Schriften des Vereins fiir Sozialpolitik, and the book before 
us, the third section of Vol. 145, is no exception to the rule. 

In all the five countries the general result arrived at is that 
wages in the course of the nineteenth century have steadily 
increased. This was chiefly in consequence of the industrial revolu- 
tion, which replaced manual work by machines and made Western 
Europe, sleepy and agricultural as it then was, into a great 
industrial entity. But while nominal wages rose pretty well 
everywhere, the cost of living rose as well. Here it is interesting 
to note the author’s conclusions. Of the five countries considered, 
and taking the last forty years, nominal wages have risen most in 
Germany and least in Great Britain. Yet when we come to look 
at real wages, the German workman is worse off than his English 
brother. But better off than either is the French workman, 
who has, indeed, to face a gradual rise in the price of the neces- 
sities of life, but who at the same time receives an increase in 
his wages much greater in proportion. The general rise in the 
standard of comfort in France, however, our author thinks, costs 
too much in terms of national well-being, when it is remembered 
that the decline in the population is becoming one of the most 
serious problems for French statesmen. Moreover, when we 
compare the conditions in England with those elsewhere, we find 
one very striking fact. On the whole, the cost of living in 
England has tended to fall, and the reason given is the Free 
Trade policy of this country. When one considers the famine 
prices of meat in Germany in recent years, when one recalls that 
pretty well on all its frontiers, there was an ample supply of 
cattle which could not be imported only because of the protective 
policy of the German Government, it is easy to understand that 
Dr. von Tyszka should write so admiringly of the Free Trade 
of England. We believe that he has here propounded a view 
that has a good deal of truth in it. 

The great value of the book, however, lies in its numerous 
tables, which have tapped many sources—private inquiries, official 
publications, and family budgets. We append one which should 


be of great interest for its comparative figures :— 
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Warmth and light 
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Housing 
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Percentage of total income of a working-class 
family spent on the headings given in 





Great Britain. 





8°34 
16°67 
16°67 





100°00 





Germany. 


56°80 

5:00 
15°80 
22°40 


100-00 


United States. 


100°00 








There is only one striking desideratum in the book: a good 
index. Useful in any book, an index in just such a book as this 


is almost a prime necessity. 





M. EPSTEIN 












































INFLUENCE OF THE WAR ON EMPLOYMENT. 





THE 





WHEN the war first broke upon Europe there was no question 
on which public opinion was more vague and uncertain than 
that of the effect on industry and employment. The most con- 
tradictory prophecies were abroad, and there were few who did 
not feel quite at a loss to choose between them. The general 
attitude was one of being prepared for anything that might happen. 
Certain consequences, it was true, were plain and clear. Trade 
with the enemy countries would cease entirely ; and British trade 
with Germany and Austria was no negligible matter. Trade with 
the friendly belligerent countries would be very seriously inter- 
rupted, for the war must completely upset their normal economic 
life. Finally, trade with neutral States, especially with the neutral 
States on the Continent, would be curtailed by the risks of 
transport in war-time and the consequent increase of cost of 
freight and insurance. Factors such as these were definite and 
tangible : they could be readily understood and appreciated ; and, 
because they could be understood, their importance could be fairly 
gauged, and their consequences anticipated without wild surmise 
and in reasonably just perspective. Against these disadvantages 
there could be set certain advantages from the point of view of 
the immediate demand for labour, equally definite and tangible. 
There would be an immense increase in Government contracts, 
and a greatly increased demand for labour in those trades which 
could supply the needs of the military forces. Recruiting would 
withdraw large numbers from the labour market. Against the 
loss in foreign trade there would be a partial compensation in the 
larger home demand for those goods which had been hitherto 
supplied mainly from abroad. It was not, of course, possible to 
strike a precise or accurate balance of these gains and losses. 
Much must depend on the uncertain issues of the war. But so 
far speculation was at least in the realm of well-understood causes 
and effects; and it had to guide and illuminate it a large store of 
relevant experience of previous wars. But at this stage a new 
force had to be reckoned with, uncertain, mysterious, formidable. 
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What of the effect of war on finance, and of a financial collapse 
on the whole industrial system? Here past experience seemed 
of little value ; because, apart from the unprecedented dimensions 
of this war, the credit system was known to have developed in 
recent years out of all recognition. Everyone knew that industry 
now was based to a degree far greater than ever before upon 
credit. Everyone knew that the maintenance of credit and the 
maintenance of confidence were identical things. Everyone knew 
that war was fatal to confidence. Would not the financial system 
go to pieces, and would not the industrial system share in its 
ruin? The Stock Exchange had been described as the economic 
pulse of the nation. What would happen if the pulse should 
cease to beat? Such were the vague and limitless forebodings 
with which many people awaited the economic effects of the war. 

It is possible to-day, with more than three months of war 
behind us, to bring the main issues to the test of actual fact. 
Broadly, alarmist prophecies have been refuted. Our financial 
system has shown itself possessed of considerable resilience and 
strength. The unprecedented strain has bent it rudely out of 
shape, but it has not broken it. Still, the financial confusion 
has been considerable : the noteworthy thing is how small a part 
has been communicated to industry. Despite the moratorium and 
closed Stock Exchanges, there has never, so far, been an amount 
of unemployment that can be called serious. In a number of 
industries, it is true, there are men and women out of work 
and a great many more on short time; but such distress is well 
within the limits of an ordinary depression of trade. It is note- 
worthy, too, that the unemployment which exists is in the main 
to be explained not by the vague, mysterious influence of credit, 
but by the definite and tangible factors first mentioned—the loss 
of markets, the difficulties of export, or the cutting off of a raw 
material. In particular it is to be observed how the dominating 
factor throughout has been the easily understood influence of 
Government demand. It was the commandeering of horses which 
in the early days of the war threw the cartage trade into disorder ; 
it is the Government demand for uniforms whieh, in the woollen 
and worsted industry of the West Riding, has now turned what 
promised to be a period of depression into one of exceptional 
activity. Beside the operation of this single factor, the effect on 
industry of all the alarums of the financial world has been small 
indeed, a result which confirms the wisdom of those who place 
their faith in the underlying realities, and is a warning to the 
zealots of financial mysticism. 
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The tables which follow are taken from a White Paper! 
recently issued, which has been prepared by the Board of Trade, 
and which shows the course of employment down to the middle 
of October. They are the result of a particularly thorough and 
exhaustive inquiry, which reflects credit not only on the Board 
of Trade, but on the employers, who have been the main source 
of information, and who,_in spite of a somewhat bewildering 
sequence of demands, have been at much pains and have displayed 
much patience in supplying returns. The investigation covers no 
fewer than 66 per cent. of the workpeople employed in large firms 
in industrial occupations, and 10 per cent. of those in small firms. 
The material thus provided is of a quality far superior to that 
usually available for estimating unemployment, and a number. 
of indications point to the conclusion that the figures finally arrived 
at seldom deviate far from accuracy. In judging the influences 
at work in various trades and districts, the writer has been much 
assisted by a systematic Press-cutting record which is being con- 
ducted by the Garton Foundation. 


%, 
THE LEVEL OF UNEMPLOYMENT. 


A general notion of the trend of employment in the country 
as a whole can be obtained from Table I. 
Taste J, 
State of Employment in industrial occupations in September and October compared 


with the period before the War. Proportion of Employees on Short Time, left former 
employment and joined forces. 











September. October. 
Out of every 100 employed ‘ . | | 

in July. Males. | Females. | Males. Females. 
ee | ——— — _ a5 a 

Stillion Dull’ Time... 202. 202 ass 60-2 53-5 66-8 61-9 

OE IGOR TUG) 65. sna, sds) ons 3:6 2-1 5-2 5-9 

On Shart Time. 2...) ses ses. ass 26-0 36-0 17-3 26-0 

Contraction of Employment... 10-2 8-4 10-7 6-2 





Known by employers to have 
joined the forces... ... .«.. 8-8 | 10-6 
Net displacement (— ) Rear tas —1-4 - —0-1 





1 Report of the Board of Trade on the State of Employment in the United 
Kingdom in Mid-October. Cd. 7703. 
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Re. 
UNEMPLOYMENT IN PARTICULAR INDUSTRIES. 


The percentages of unemployment in the various industries 
are shown in Table II. This table, it must be noted, applies only 
to industrial occupations, and includes neither railways, docks, 
shipping, the carrying trade, agriculture, clerks, nor shop assistants ; 
nor does it include Government employment, in Woolwich Arsenal 
or elsewhere, which has expanded considerably since the war. It 
must be borne in mind that it shows not the amount or percentage 
of men actually out of work, but the increase as compared with 
the period before the war. 

Certain features of the table stand out. The percentage of the 
men employed in July, who were no longer in employment in 
October, is 10°7. The percentage known to have joined the forces 
is 10°6. Almost all the contraction of male employment had thus 
been accounted for by recruiting ; absolutely all, it is not too much 
to say, when it is remembered that the enlistment figures include 
only those known to have enlisted, and are therefore, to some 
extent, though it seems to a very small extent, incomplete. The 
figures for women yield a more favourable result than the impres- 
sion generally entertained. In October the employment of women 
had been reduced by 6°2 per cent., a figure which is a decided 
improvement on the corresponding figure, 8°4 per cent., for the 
previous month. Nearly 50,000 women were re-absorbed in 
industry between September and October, leaving ‘about 140,000 
still displaced. A considerable number, it seems probable, have 
been re-absorbed since. A large number have obtained work in 
the many workrooms which have been set up all over the country. 
The percentage given is the percentage of those discharged from 
private employment, and of course includes those who have got 
work in the workrooms of the Relief Fund or any form of Govern- 
ment employment. Even in the case of women, therefore, the 
amount of actual unemployment is not large and is diminishing. 

Short time exists on a much more serious scale. In October 
short time percentages were 17°3 per cent. in the case of men, 
26°0 per cent. in the case of women. Of those affected, the 
majority, both of men and women, were working three-quarter 
time or more. A large number were working between a half 
and three-quarter time ; while the number of those. working less 
than half time was below 1 per cent. in the case of men, and 
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below 2 per cent. in the case of women. Short time of less 
than three-quarter time is confined to a very few industries, and 
is mainly to be found in the cotton trade of Lancashire and the 
coal trade in Northumberland and Durham. 

The trades which the above figures show to be most seriously 
affected are cotton, furniture, and the cycle and motor trades, 
in the case of both men and women; building and cement (in- 
cluded in the brick, stone, &c., returns) in the case of men, and 
the confectionery trades (accounting for the high figure for “other 
food”) in the case of women. Of these occupations decidedly 
the worst are the cotton trade (covering 238,100 men and 388,000 
women) and the furniture trades (covering 130,900 men and 
21,800 women). It is on these two industries, in fact, that the 
main burden of unemployment has fallen. 
















Cotton Trade. 


The factors affecting the cotton industry are very complex. 
The figures in the above table understate the actual loss of 
employment, for they take no account of short time. The follow- 
ing table for the Lancashire district supplies this deficiency :— 








Taste ITI. 


The Cotton Trade—Lancashire and Cheshire. State of Employment in October 
compared with July for large firms and small firms respectively. 




















Males. Females. 
Approximate Industrial i seeeraen. s oe cee aes? De Pee 
Population—Census 1911. 
209,500. _ 336,800. | 
——— | nies alee: cee 
Large Small Large | Small 
Firms. | Firms. Firms. | Firms. 
Pe oe ee 
Employed in July sas| 2100 | 100 | 100 | 100 
Still on Full Time in October... 41-7 | 40-2 | 40-8 44-3 
On Over Time _... tae 0-3 «| 0-5 | 0-4 a 
On Short Time ... “aa 400 | 40:3 42-3 45-5 
Contraction of Employment ae 18:0 | 190 | 165 | 10:2 
Known by employers to have | | | 
joined the forces on Cy 84 | 
Net a (—) or replace- 
ment (++). ah cece aect) = RES | —10-6 | 





It is worth noting not only how extensive is the amount of 
short time, but how much more seriously small firms are affected 
than large, a result which is typical of industry as a whole. In 
considering the cotton trade, it is, of course, important to bear 
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in mind that by no means all, indeed not the greater part of, 
the distress which exists is to be attributed to the war. Lanca- 
shire was, in any case, expecting bad times. Production had 
overreached demand ; and before the war the spinners of American 
cotton had decided to reduce working hours between July 7th and 
the end of September by 1663 hours, or roughly three weeks. 
For a number of reasons the war has accentuated the depression. 
Cotton is, to a greater degree than any other industry, an export 
trade, and has been especially prejudiced by all the disadvantages 
under which export trades have laboured, high rates for freight 
and insurance, the prohibition of code telegrams, and, in the 
early days of the war, the dislocation of the machinery of bills 
of exchange. Germany, too, it must be remembered, was an 
important market for cotton manufactures. The trade is not 
hampered by any shortage of raw cotton, at least not by any 
natural shortage. On the contrary, the unexpected excellence 
of the American crop has proved a considerable embarrassment, 
and has led to the remarkable action of the Liverpool Cotton 
Association, who have contrived in the cotton industry of 
Lancashire, the very citadel of free competition, to suspend free 
exchange and to maintain the price of cotton at an artificial height. 
But, like other textile trades, cotton has been hit by the scarcity 
of dyes. Thus, in respect of the cutting off of a German import, 
the loss of a German market, and the general handicap to over- 
sea commerce, Lancashire has suffered from the special disad- 
vantages of the war. 


The Woollen and Worsted Trades. 


It is interesting to compare with the cotton trade its fellow 
textiles, the woollen and worsted trades of the West Riding. 
These trades, like cotton, though not to the same extent, were 
affected before the war by a depression. Like cotton, though again 
to a smaller extent, they depend for their prosperity upon foreign 
markets; and here also Germany was an important customer. 
More noticeably than cotton, they have suffered from the scarcity 
of dyes and colours. In two respects, however, the one of 
undoubted, the other of problematical importance, the trades 
differ. Woollen and worsted have benefited by the large demand 
of the Government for khaki uniforms and other military clothing. 
They also belong to the group of industries marked out by the 
enthusiasts of the ‘““war on German trade” for success in that 
enterprise, though in point of fact it is at the expense of France 
as much as of Germany that any gains are likely to be secured. 
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So far the expansion iu this direction has been small, and it is 
doubtful if it will ever be enough to counterbalance the disad- 
vantages of the shortage of German dyes. But the first factor is 
of paramount importance, and has produced in the woollen and 
worsted trade a situation which on the balance is decidedly pros- 
perous. The results are shown in the following table :— 









TABLE IV. 


The Woollen and Worsted Trades—Yorkshire. State of Employment in October 
compared with July for large firms and small firms respectively. 















Males. Females. 
Approximate Industrial 
Population—Census 1911. 
84,300. 113,400. 
an 7 | | | 
| Large | Small. | Large | Small 
| Firms. | Firms | Firms. | Firms. 
eet OT aces oe Ne pe en ee ol 
Employed in July ; oe 100 100 100 100 
Still on Full Time in Oc tober see 62-8 46-7 | 63-6 | 43-3 
On Over Time _... ase 24-1 29-7 | 22:2 | 28-3 
On Short Time_ ... «at ia 19-7 | «139 | 23-0 
Contraction of Employment} | +0-9 39 | 0-3 5-4 
Known by employers to have | 
joined the forces... 26 | 50 | 
Net wit eae (—) or replace- 
ment (+). Bes ries Ae a +35 | +11 | 








The co-existence of a large amount of short time and a still larger 
amount of overtime is to be noted. Many branches of the trade 
are unaffected by Government orders, and in these branches the i 
condition of things is almost as bad as in the cotton trade. 





The Furniture Trades. 


The unemployment percentage is higher in the case of the 
furniture group (which includes cabinet-making and upholstery) 
than in any other industry, though the numbers affected are not 
large, except in London and the South-Eastern district. These 
trades have suffered from the scarcity of a variety of raw materials : 
wood, glass, mouldings, bronze powder, and metal-leaf, all being 
difficult to obtain. But the main cause of depression is to be 
found in the diminution of home demand. The furniture trades 
are dependent to a very marked degree upon general prosperity 
and confidence. They belong to the category of “luxury trades,” 
which are among the earliest and principal victims of a general 
retrenchment, 
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The Building Trade. 


The figures of Table II. understate the unemployment caused 
by the war; for in July, the month with which comparison was 
made, the long London trade dispute still pursued its course. 
The effect of the war is further obscured by the seasonal variations 
which the trade is accustomed to undergo. A shortage of timber 
has seriously affected the trade; but in addition there is the 
general consideration that the building trade is one of the group 
concerned in the production of “instrumental goods,” which, like 
luxury trades, are marked out as special sufferers in a depression, 
and which, for that reason, were selected for the first experiment 
in unemployment insurance. The building trade possesses the 
special feature that it is the industry in which it is most easy for 
the Government or the local authorities to counteract unemploy- 
ment at will by the undertaking of works which will always be 
useful and can generally be postponed. Local authorities have, 
in fact, attempted little or nothing in this direction, and the 
Government has blown first hot and then cold on the idea of 
their doing so. Many carpenters, however, have been employed 
by the Government in constructing huts for soldiers. 


Other Industries. 


The cycle and motor trades, and confectionery, have already 
been mentioned as seriously affected. The cycle and motor trades 
are prominent luxury trades; confectionery, which has been 
affected by the price of sugar, seems now to be improving consider- 
ably. In the coal trade there has been a good deal of short time, 
especially in Northumberland and Durham, and some unemploy- 
ment. The tinplate industry, which was in a bad condition in 
September, has since made a great recovery. Employment is 
fair in the iron and steel trades. In engineering there has been 
a big reduction of employment, but it has been more than met 
by recruiting. Ship-building is, on the whole, satisfactory. In 
the linen trade the actual reduction in employment has been 
small, but there is a very large amount of short time, especially 
in Ireland, most of which is not of a serious nature. The chief 
cause is the shortage of the raw material from Russia, while the 
scarcity of dyes is a contributing factor. The linen trade may 
hope to gain somewhat in the markets of the world at the expense 
of Germany, and more particularly of France, and it will be 
interesting to note its future course. It will be interesting, too, 
to note the course of employment in the potteries (glass, china, 
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&c.), so far not very satisfactory ; for these trades were selected 
by the Board of Trade for the second of their exhibitions of 
German and Austrian manufactures. 


EE. 
NON-INDUSTRIAL OCCUPATIONS. 


It remains to deal briefly with the occupations not included in 
the above returns. The classes most seriously affected are stock- 
brokers’ clerks and those engaged in the artistic professions. The 
latter class have, in fact, suffered relatively more from the war 
than probably any other body of people. The conditions of 
employment for clerks as a whole are not worse than in industry. 
It is noteworthy that clerks have contributed to the Army a 
particularly large percentage. Employment at the docks has 
varied more than in any other occupation, both from week to 
week and from place to place; and the future is uncertain and 
difficult to gauge. Just now, however, with a large number of 
dockers employed by the Government at Havre and other French 
ports, conditions are in the main satisfactory. In agriculture 
there is a shortage of labour. Government employment has 
improved considerably since the war, and has absorbed large 
numbers, particularly of engineers and mechanics, who appear 
in the percentages of unemployment. 


IV. 
THE FUTURE. 


If such is the state of employment at the present time, what 
is likely to happen in the future? There is no reason to expect 
any great change for either better or worse during the period of 
the war. If the destruction of the Emden is followed by the 
sinking of the German cruisers still at large in the Pacific, the 
prospects of our over-seas trade will improve; and it may be 
that British traders will gradually obtain a certain foothold in 
the foreign markets previously served by Continental firms. But 
it would be rash to attach much importance to either of these 
possibilities. The difficulties caused to some industries by the 
scarcity of raw material may be partially met from British sources. 
It is likely that the home demand in the “luxury trades” will 
recover somewhat with reviving confidence and with the growing 
inconvenience of postponing purchases. On the other hand, some 
industries which have been sustained by working off old orders 
have yet to feel the full effects of the scarcity of new ones : some 
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firms, which have held on as best they could for as long as they 
were able, may shortly be compelled to abandon the struggle. On 
the whole, such changes as we may reasonably expect in the 
near future are likely to be for the better. Industry would appear 
to be settling down to an equilibrium at a point which will ulti- 
mately be a rather more favourable one than the present, and 
which in the absence of -any rude and unexpected shock will 
last indefinitely through the course of hostilities. 

But this conclusion applies, of course, only to the period of 
the war. With the signature of peace the economic situation 
will be changed, and industry will enter upon difficult and 
troublous times. Somehow, sooner or later, it must re-absorb 
a million men, deprived of the support which it at present receives 
from war expenditure. The transition to a normal state of affairs 
may be partially smoothed by a period of reconstruction ; it may 
be facilitated or impeded by monetary events; but when all 
allowance has been made on the most favourable assumptions 
for such influences, the problem remains in magnitude and 
character essentially unaltered. We can hardly expect it to be 
finally solved without a period of widespread unemployment and 
acute distress. But though this is only too likely to happen, it 
is ordained by no behest of economic necessity, by no fiat of 
inexorable laws. Six years ago, in a book which has already 
borne rich practical fruit, Mr. Beveridge pointed out the true 
nature of the problem of unemployment. It is not a question 
of the general level of prosperity, but simply of adjustment and 
organisation. We are so accustomed to regard unemployment 
as an index of national prosperity, that it is hard to bear this 
truth in mind. But to-day it is written large, for all who have 
eyes to perceive, in the Board of Trade returns. The war has 
brought little unemployment; that does not mean that there has 
been little economic loss: it means that the economic loss has 
not been translated into terms of unemployment. It need never 
be so translated. War upsets the normal equilibrium of the 
labour market; but, by a fortunate accident, the result of no 
plan or purpose, it leaves for the time being a tolerable adjustment 
in its place. It will be for conscious, deliberate organisation to 
achieve a comparable result when the war is over. If it is 
unequal to this task, and if to the great economic injury which 
the war must bring there is added the further waste and suffering 
of unemployment, no more than war itself will that have been 
inevitable; but, like war, it will spell “a failure of human 
wisdom.” 

H. D. HENDERSON 
























EMERGENCY CURRENCY IN THE 


UNITED STATES. 


THE Aldrich-Vreeland Currency Act of May 30th, 1908, was 
avowedly a temporary measure, the motive of which was to 
provide a possible method of currency expansion in case the 
country should be threatened by another panic before the thorough- 
going currency and banking reform then contemplated could be 
effected.!_ The Act was to expire by limitation June 30th, 1914. 
Up to July 1st, 1913, twenty National Currency Associations had 
been organised. These Associations comprised 339 national banks, 
or about 44 per cent. of the total number, and represented about 
$365 ,000,000 capital, or about 35 per cent. of the total capital. 
As early as 1910 the Comptroller of the Currency had reported 
that circulating notes had been printed under the provisions of 
this Act to the amount of $500,000,000, and had been stored 
away for use in case of need. Down to the time of the passage 
of the Federal Reserve Act, December 23rd, 1918, not a dollar 
of this emergency currency had ever been issued, and there was 
little prospect that it ever would. Bankers generally expressed 
their unwillingness to issue currency under the Act, except in 
case of an extreme emergency, because to do so would be to 
advertise to the world that they were in a precarious financial 
condition, which would of itself aggravate the evil to be remedied. 
Furthermore, the tax on the issue of this emergency currency 
was high, beginning at 5 per cent. per annum for the first month 
and increasing by one per cent. each month until it reached 
10 per cent. per annum, and the machinery of issue through 
Currency Associations was complicated. When the Glass-Owen 
Bill, which became the Federal Reserve Act, was before Congress 


1 This Act provided that, subject to certain conditions, banks belonging to a 
National Currency Association, could, ‘‘if in the judgment of the Secretary of the 
Treasury business conditions in the locality demand additional circulation,” issue 
additional bank notes, on the basis of any securities, including commercial] paper, 
approved by the Treasury and deposited with them, to an amount not exceeding 
75 per cent. of the cash value of the securities so deposited. Such notes were to be 
a first charge against the assets of all banks belonging to the association, and might 
not exceed $500,000,000 in total aggregate. 


ISSUE OF 
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no one took very seriously the provision extending for one year, 
with a reduction in the tax rates,! the emergency currency sections 
of the Aldrich-Vreeland Act. It was looked upon as a pre- 
cautionary measure which was extremely unlikely to be needed, 
much like the purchase of an accident insurance ticket for a one 
day’s journey. But in this case the accident occurred. It was 
the outbreak of the European War, and in the financial strain 
and confusion which resulted during the months of August and 
September this emergency currency proved of great service. In 
August a large number of new National Currency Associations 
were hurriedly organised, and the areas covered by several of the 
older ones were extended. Congress on August 4th passed by 
unanimous vote an amendment to the emergency currency section 
of the Federal Reserve Act. It authorised the Secretary of the 
Treasury, ‘whenever in his judgment he may deem it desirable 

. to suspend . . . [certain] limitations . . . which prescribe 
that such additional circulation . . . shall be issued only to 
national banks having circulating notes outstanding secured by 
the deposit of bonds of the United States to an amount not less 
than 40 per centum of the capital stock of such banks, and to 
suspend also the condition and limitations of section 5 . 
except that no bank shall be permitted to issue circulating notes 
in excess of 125 per cent. of its unimpaired capital and surplus.” 
The amendment further authorised the Secretary of the Treasury 
in his discretion to extend its benefits to all qualified State banks 
and trust companies which had joined the Federal reserve system 
or which may contract to join within fifteen days. 

During August approximately $141,000,000 of this emergency 
currency was issued, and by October 26th the total issues had 
amounted to approximately $369,000,000. By the latter part 
of October the financial situation had so improved that the 
currency was proving redundant, and under the influence of the 
progressive tax upon its circulation was being retired in consider- 
able quantities. With the opening on November 16th of the 
twelve ‘Federal reserve banks for business, with authority to issue 
Federal reserve notes, it may be expected that the balance of 
these emergency notes will be retired rapidly, never again to 


be issued.” 
E. W. KEMMERER 
Princeton University. 


1 The new rate was 3 per cent. per annum for the first three months, and an 
additionul rate of 4 per cent. per annum for each succeeding month until 6 per cent. 
was reached. (Sec. 27.) 

2 By November 27th the amount in circulation had been reduced to $273,000,000. 


No. 96.—vobL. XXIV. ss 








WAR CURRENCY AND FINANCE IN CANADA. 
FROM A CORRESPONDENT. 


WHEN war was declared by England on August 4th the 
Dominion Government at once adopted measures similar to the 
English for the defence of the country and the defeat of the 
enemy. But, as in England so in Canada, the financial crisis 
had begun with the Austrian declaration against Servia on 
July 28th. The closing of the Stock Exchanges in Montreal and 
Toronto, on receipt of the news, was the symptom of a disease 
needing extraordinary remedies. No surprise, therefore, was felt 
when the Government, by Orders in Council, made certain 
changes, afterwards confirmed by Parliament, in existing financial 
dispositions. 

The chief of them are summed up in the preamble of the 
Finance Act: “An Act to conserve the Commercial and Financial 
Interests of Canada,” 5 George V., ch. 3. The Act authorises 
by Proclamation “in case of war, invasion, riot or insurrection, 
real or apprehended, and in case of any real or apprehended 
financial crisis” (Section 4), the following steps :— 

(1) The making of advances by the Government to the 
Chartered Banks in the form of an issue of Dominion notes,' against 
deposit with the Minister of Finance of such securities as may 
be approved by the Minister, such advances to be repayable not 
later than May 5th, 1915, with interest at a rate. to be approved 
by the Minister, but not less than 5 per cent. per annum. This 
provision is in force. The amount so lent on August 31st was by 
the Gazette Returns only three-quarters of a million. Though the 
Returns for September 30th do not give the amount, the increase 
of some 12 miilions in Dominion notes may be partly due to this 
cause. But what the Banks want is gold, and Dominion notes 
no longer procure it for them. 

(2) Payment by the Banks in their own notes, instead of gold 
or Dominion notes. This has been authorised, and is in force. 

(3) Issue by the Banks of an excess-circulation from March to 
August in amounts not exceeding 15 per cent. of the combined 
capital and rest or reserve fund, as stated in the statutory monthly 
return next preceding that in which the additional amount is 
issued. Though the time of these issues is described as from 


1 See Economic JouRNAL, June, 1914, p, 299. 
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March to August, the normal concession (Bank Act, 1913, Section 
61, 14) had been for September to February, the time of Harvest 
Settlement. The new Act simply extends the concession over the 
entire year; and the interest payable is the rate of the normal 
concession, 5 per cent. (Bank Act, ib. 16). This is in force, and 
in August seven banks made use of the privilege, but only to a 
total of about 5 millions out of the grand total of 114 for the 24 
banks; in September 13 banks to about 9 millions out of 120. 

(4) Suspension of the redemption of Dominion notes in specie. 

This is in force, and is the leading feature of the situation. 

(5) A moratorium or “postponement of the payment of all or 
any debts, liabilities, and obligations, however arising,” to such 
extent as may be specified in the Proclamation. At the time of 
writing (October, 1914) no use had been made of this last power. 

Concurrently with the Finance Act, which was specifically a 
war measure, there was passed the Dominion Notes Act, 
5 George V., ch. 4 (August 22nd, 1914), of a normal character. 
In this Act, among other things, the “gold” to be held as reserve 
is now expressly declared to include not only the gold coins which 
are a legal tender in Canada, but “gold bullion in bars, each bar 
bearing either the stamp of the Royal Mint of the United Kingdom 
or of the branch thereof in Canada or of one of the branches 
thereof in Australia or of one of the coinage mints of the United 
States or of the Assay Office of the United States at 
New York, certifying its weight and fineness, at a valua- 
tion of one dollar in the currency of Canada for every 23°22 
grains of fine gold content” (§2). Besides this there is little 
of novelty in the Act, and the normal character of it is implied 
in its provisions for redemption in gold (§ 4. section 3, § 10). 

To make the list of financial measures complete, we should 
add the Customs Tariff Amendment Act, 5 George V., ch. 5, and 
the Inland Revenue [Amendment] Act, 5 George V., ch. 6. The 
date in all cases is that of the Royal Assent, August 22nd. 

The changes in currency are slighter than in England, and are 
not brought home to the people by any new forms of money 
like the new Treasury notes of £1 and 10s. in the Home Country. 
The ordinary citizen is hardly aware that any change has been 
made. His Dominion notes are no more and no less to him than 
they were before, so long as he is remaining in Canada. It is 
true that he cannot get gold for them if he wanted it, and the 
knowledge of this fact might prey on his mind, did he not feel 
assured that the disability is temporary, and will vanish when 
the stress of war is over. There is no sign of panic; there would 
ss 2 
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probably be nothing like a run on the banks by ordinary depositors, 
even if the banks redeemed their notes in gold. That the banks 
pay the depositors in their own notes is not a new thing for 
ordinary folk. In the world of business it is otherwise. Whereas 
Dominion notes could be used as gold certificates when gold coins 
were wanted for payments in the United States, they are now 
inconvertible, all statements on the face of them notwithstanding. 
The reserve of gold prescribed by the Finance Act, to be held 
against all beyond 50 millions and 25 per cent. of the said fifty, 
has been duly kept up. The Gazette of October 31st gives the 
gold “held September 30th by the Minister of Finance” as 
$94,607 634, of which $89,249,876 “for redemption of Dominion 
Notes.” It is significant that the Banks, while paying their 
customers in their own bank-notes, pay each other, in “clearing,” 
by means of Dominion notes, the latter having a greater appreci- 
able reserve of gold behind them, though it will not be touched 
till the crisis is passed. The customers of the banks are required 
to pay their debts to the Bank in Dominion notes, or at least there 
is no clause in the Finance Act enabling them to do otherwise. 
As yet there has been no rebellion of the public against this 
“differential” treatment of banks and customers. The banks 
seem to have stood the crisis well. The much-criticised “call- 
loans held abroad” have been recalled without much difficulty. 
In the course of August 40 millions of them were brought back 
from New York. 

There will, too probably, be many unemployed in the winter ; 
trade is not yet normal. But it is less abnormal than in England. 
Had there been no war, we should still have been feeling the 
depression that was remarked at the end of 1913, and we must 
not set down to the war what was due to the falling off in English 
loans, observed then, and bound, in any event, to last for another 
year. We can still trade with our great neighbour over the border 
on the old conditions. If we have not a very large harvest, we 
have high prices of grain. The changes in the Tariff were in 
an upward direction and chiefly concerned beer, sugar, spirits, 
tobacco, coffee, and cocoa. A retroactive clause made the duties 
apply to beer and spirits from August 7th, instead of August 21st. 
The intention was obvious, and the public took little interest in 
the protests of the trade. The corresponding Excise duties on 
beer, spirits, and tobacco came also into force on August 7th. 
The English preference remains proportionally as it was. The 
retail prices of sugar and coffee have gone up; but the index 
number of the Labour Department for all prices stood so :— 
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The changes are not at all beyond precedent. Immigration has 
ceased for the moment. This is well; and it is well, too, that the 
good sense of the country as a whole is against any general mora- 
tortum, which would injure the credit of Canada abroad and post- 
pone the return of English capital. Manitoba has adopted a 
moratorium for mortgages on land; Saskatchewan appears to be 
following suit. Creditors outside the province are held to be 
legally unaffected; but the step seems unwise. 

Perhaps the most novel feature of the financial situation here 
is one that has nothing to do with Statutes. It is the arrange- 
ment made in the middle of August by the Bank of England 
for treating cellars in Ottawa as if they were cellars in Thread- 
needle Street, and crediting a customer with having deposited gold 
in the Bank of England if the gold had been warranted by the 
Finance Minister of the Dominion Government at Ottawa as 
having been received by him there on behalf of the Bank of 
Kingland. It may happen that this ingenious plan, first applied 
in Canada and South Africa as a means of eluding the risks 
of dispatching gold over the ocean in face of an enemy, may 
prove to have conveniences outlasting the war, and furnishing a 
new extension of the “Gold Exchange” principle of currency. 
There is a saving not only of risk, but of time. A Canadian bank 
can pay over gold on Monday, and on Tuesday find the amount 
placed to its credit in London. Considerable amounts were 
deposited at once in this way by our banks ; but the large deposits 
made by the United States in September threw all others into 
the shade. A conference of bankers in New York announced (on 
September 9th) their intention of forming a “gold pool” of 
100 millions, of which twenty-five were to be sent to Ottawa 
forthwith. No public statements are issued in regard to the total 
amount of gold held here, but the scale of it may be readily 
conjectured from this intimation. Besides the immediate financial 
benefit to those concerned, the plan has a moral advantage, both 
here and in the States. It goes far to create the impression that 
the wheels of commerce may now move freely again, so far as 
they depend on the movements of gold to and from the Bank 
of England. 

















THE PROSPECTS OF MONEY, NOVEMBER, 1914. 


In the last issue of this JouURNAL I attempted a critical narrative 
of the financial events of last August. My purpose in this article 
is not to correct my former narrative, where it requires correc- 
tion, and only incidentally to continue it; but rather to consider 
some special aspects of the present situation, and to cast a forward 
glance into the near future. 


I. 


The particular method adopted by the Government to relieve 
the situation, arising out of the difficulties of the Accepting 
Houses, has rendered the position of the Bank of England very 
abnormal. The interpretation of the various items in the Bank’s 
return and the influence of the Bank Rate are not the same as 
they were ; and rules of thumb have lost their value. The indirect 
effects of our suddenly calling in, or attempting to call in, much 
of the money we had lent abroad, and the establishment by the 
Treasury of a separate note issue, have further limited the 
application of former habitual maxims. We need, therefore, to 
return to first principles more than usual. 

In order to understand the present position of the Bank of 
England, it is necessary to begin with the Accepting Houses. 
This is not because the Accepting Houses are to be regarded as 
the prime cause of the Money Market’s difficulties. It is because 
the peculiar organisation of the London Money Market, and the 
distinctive position occupied in it by the Accepting Houses, ,causes 
problems, which the breakdown of foreign remittance and the 
sudden attempt of London to stop lending must have brought 
forward in some form or other anyhow, to present themselves in 
the guise of Accepting House problems. 

The Accepting House question can be analysed into three 
distinct elements :—(1) In August some of them were unable to 
meet the bills falling due immediately. (2) The uncertainty 
resulting from (1), as to whether bills falling due one or two or 
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three months hence would be met, made such bills temporarily 
unmarketable. (3) A similar uncertainty as to the future solvency 
of the Accepting Houses, or of some of them, rendered their new 
acceptances unmarketable, or less marketable than before. 

These difficulties arose in an acute form and were dealt with 
by the ‘Treasury in the order in which I have named them. The 
first was met by authorising an optional postponement of the 
due dates of bills. There were three proclamations governing 
these postponements, of which the total effect was to postpone 
for two months and fourteen days bills originally falling due 
between August 3rd and September 3rd,’ for one month and 
fourteen days those of dates from Septemer 4th to October 4th, 
and for one month all other bills of whatever later maturity, 
which had been accepted before August 4th. Thus October 18th 
(in effect Monday, October 19th) was the first day on which any 
pre-August 4th bills, namely those of original date September 4th, 
became compulsorily due. And on November 5th, as an example, 
the bills of August 22nd, September 22nd, and October 5th all 
became due. For the period of these postponements interest was 
payable at bank rate. 

This gave the Accepting Houses time, but it aggravated 
difficulty (2), because, by adding bills, which ought to have been 
paid, to those not yet due, it increased the volume of unmarketable 
paper in the hands of Banks and Discount Houses. ‘The degree 
of this was intensified because all, or nearly all, the leading 
Accepting Houses availed themselves of the first postponement, 
regardless of whether they were, in fact, able to meet their due 
bills if necessary. There had to be some understanding, there- 
fore, as to what was to happen to the bills when, after all the 
successive postponements had taken effect, they finally and 
eventually fell due. It was for this purpose that the Government 
took the bold, and possibly expensive, step with which everybody 
is now familiar. They authorised the Bank of England to lend, 
on application, to the acceptors of approved bills, sums at two 
per cent. above bank rate sufficient to meet their bills; they 
guaranteed the Bank of England against possible losses arising 
out of the eventual insolvency of any such acceptors; and they 
waived any claims they might have had, in the event of such 
insolvency, against other parties to the bills. 

This relieved the Banks and Discount Houses of possible bad 
debts, and rendered marketable the great bulk of pre-August 4th 

1 With this slight modification that bills originally due on any date between 
August 3rd and August 7th were postponed until October 21st. 
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bills. But it aggravated difficulty (3). For the liabilities of 
Accepting Houses on account of pre-August 4th bills being 
postponed, but not liquidated, their credit for backing new post- 
August 4th bills was much impaired. So the further concession, 
following, was required to complete the cure. In cases where 
bills were, met with money borrowed from the Bank of England, 
funds recovered from time to time from the clients, on whose 
behalf the bills had been accepted in the first instance, must go 
towards the repayment of such loans. But in cases where clients 
do not remit, the Government, acting through the Bank of 
England as agent, waives its claim against the acceptor’s own 
assets until a year after the end of the war; and even then claims 
against these assets, arising out of new bills accepted between 
this time and that, are to rank in front of the Government’s 
claims. 

This would appear to make the credit of the Accepting Houses, 
for backing new bills, as good for the present (whatever it may 
be when the eventual day of reckoning comes) as it was before 
the war. I understand, however, that the cure was not at first 
complete. The new acceptances of Houses, whose pre-August 4th 
business was covered by the Government’s scheme, were not all as 
favourably regarded as before, and bank acceptances commanded 
more than their former premium. There are three possible ex- 
planations of this. The buyers of bills (7.e., primarily the Clear- 
ing Banks) may have come to the opinion that their former trust 
in some of the Accepting Houses, quite apart from the war, 
had been exaggerated. Or perhaps the Accepting, Houses, un- 
willing to borrow from the Bank of England at so high a rate 
as 7 per cent., have used up some of their own assets to meet 
pre-August 4th bills, in which case they would have less than 
before with which to back new bills. Or, on the other hand, the 
explanation may merely be that the Money Market did not dis- 
tinguish as clearly as it might between the present position of the 
Accepting Houses and their possible future position when, a year 
after the end of the war, they must settle up. Possibly all ,these 
influences have helped to produce the observed result. 


i. 


We are now in a position to return to the Bank of England. 
It is not obvious why any of the measures described above should 
have much affected the Bank’s returns. Nor need they have 
done so, prior to the ultimate maturity of the bills, and then 
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only to the extent by which the Accepting Houses might take 
from the Bank of England the expensive assistance offered them. 
That these measures did have so marked an effect on the Bank’s 
returns was partly due, I think, to a confusion of ideas. This 
confusion was between making bills marketable and actually 
marketing them. 

It was natural that the banks should be anxious to make sure 
which of their bills would come under the guarantee, and so be 
immediately marketable in case of need. But it was not natural 
that they should actually market the bills (and specially un- 
natural in the case of the clearing banks, who had, most of them, 
a long, unbroken tradition against rediscounting bills once pur- 
chased), unless they needed the money. A certain amount of 
extra cash was needed in order to make the additions, which the 
banks thought necessary, to the usual till money held at their 
numerous branches. But the actual rediscounting of bills at the 
Bank of England went much beyond what was required for any 
such purpose. The money market supplied itself with far more 
funds than it could profitably employ. Thus there was the strange 
spectacle of banks and others discounting at 5 per cent. bills which 
had a Government guarantee, and which could be discounted with 
equal facility at some later date, and using the money in buying 
to vield about 3} per cent. bills, which were without a Govern- 
ment guarantee. This was not, on the face of it, good business. 

There may possibly have been some difficulty in discovering 
what bills would be approved without actually discounting them. 
If this was the case, the Treasury and the Bank of England 
were to blame. No object, except that of increasing the profits 
of the Bank of England, could be served by pressing the money 
market to sell bills; and it would have been possible to make 
arrangements for the Bank of England to approve bills or to 
issue a plain statement as to what bills would be approved with- 
out actually buying them. That the Bank of England was a 
little inclined to press the money market to discount, rather than 
to pursue, as they probably ought, the opposite policy, is sug- 
gested by a notice which was posted up at the Bank of England 
on September 29th.! 


1 «Tn order to avoid possible disappointment, those who wish to avail them- 
selves of the arrangement for discounting pre-moratorium bills at the Bank of 
England are invited to send in their applications without delay. It is not found 
possible to undertake to discount bills having less than three clear days to run.” 
It is not plain whether the phrase ‘‘ possible disappointment” refers to bills having 
considerable periods to run or only to bills having ‘‘ less than three clear days” ; 
and it seems to run the risk of bluffing timid holders into parting with good security 
at what was, at the market rates of the day, a somewhat unfavourable price, 
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Even if it be true, however, that the Bank of England was 
anxious to buy at 5 per cent. bills guaranteed by the Government, 
and that the Treasury did nothing to hinder the play of this 
natural instinct (it is always difficult to remember when the Bank 
of England is a truly national institution, as it has several times 
shown itself in recent months, and when a private one out, like 
any other, for profit), it still appears on the surface that the outside 
market played into their hands more than was necessary. Most 
bills fall into a certain number of well-defined classes, and it 
should have been possible by re-discounting samples at the Bank 
of England to determine with reasonable certainty that many 
important lines of bills would unquestionably fall into the category 
of approved. 

For whatever reason, many more bills were sold to the Bank 
of England than was necessary to supply the Market with what 
additional funds it really required. In any case, the grant of 
assistance to the Accepting Houses direct, instead, for example, 
of encouraging the other banks to give some assistance under 
a guarantee, was bound to lead to such superfluity sooner or later. 
This is the point to which the reader’s close attention is now 
invited. 

The growth pari passu of the “other securities” at the Bank 
of England (the heading under which the Bank’s holding of bills 
is returned) and of the “other deposits ” is shown below : 





Other Other Other Other 
Securities. Deposits Securities. Deposits 


£ £ £ £ 
July 22 33,732,762 42,285,297 Sept.23 110,732,658 125,267,316 
ss oe 47,307,530 54,418,908 » 30 116,819,799 137,287,173 
Aug. 7 65,351,656 56,749,610 Oct. 7 113,894,148 146,646,768 
ae 70,786,596 83,326,113 » 14 109,715,402 138,828,702 
«ae 94,726,086 108,094,287 » 21 108,787,978 143,058,390 
» 26 109,904,670 123,892,659 » 28 104,868,463 126,736,526 
Sept. 2 121,820,692 133,818,826 Nov. 4 104,904,925 140,293,123 
9 9 116,922,759 130,704,462 » 11 105,091,369 137,286,671 
» 16 113,792,525 135,042,071 » 18 107,103,442 147,334,725 


Thus the “other securities’’ were from +£70,000,000 to 
£80,000,000 above the normal. At the same time the “other 
deposits’’ were from £90,000,000 to £100,000,000 above the 
normal. The latter fluctuated up and down as the proceeds of 
each batch of Treasury bills were first called up and then spent. 
This item was also affected by the large imports of gold from 
abroad, in consequence of the calling in of foreign loans. These 
balances were additional, it must be remembered, to nearly 
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£48,000,000 additional legal tender currency (gold, bank notes, 
and Treasury notes), which found its way into the hands of the 
Banks and the public.! 

Amongst the various consequences of this inflation of the “other 
securities” and the “other deposits,” three are discussed below, 
the first of minor importance, the other two worth close attention. 

(1) The profits of the Bank of England were very largely 
increased, at the expense of long hours to some of its permanent 
officials, but subject to no risk or other outgoings whatsoever. 
The Bank was privileged to charge at the rate of five per cent. 
per annum for entering book credits, subject to Government 
guarantee against eventual loss. The amount of abnormal book 
credits of this kind stood during September and October at an 
average of about £80,000,000. These advances were bound to 
remain book credits for reasons given under (3)-below. If this 
state of affairs went on for a year, the Bank of England would 
make £4,000,000 profit. This will not happen, and we cannot 
yet say how much the Bank will make. But its gains from this 
source should certainly exceed £1,000,000, unless by some private 
arrangement the Treasury has covenanted for a share. Some 
part should surely flow, in equity, to an Insurance Fund against 
the risk of capital loss which the Treasury has agreed to meet. 
The Bank’s gain has been at the expense of the other elements 
of the Money Market. The Bank of England has profited so 
largely in part from their necessities, in part, perhaps, from 
their confusions. The Banks and other institutions which have 
refrained from discounting more pre-moratorium bills than was 
necessary must now be congratulating themselves on superior 
insight. 

(2) As soon as the outside market (t.e., the Banks and the 
Discount Houses) is provided with funds at the Bank of 
England for some other reason than that it wants the money, 
Bank Rate ceases to possess its usual significance. Bank Rate 


1 The amount of this is surprisingly large. So far from the issue of £34,000,000 
of Treasury Notes having caused a reflux of gold coin from the country to the 
Bank of England, there has been, since the middle of September, a small but 
steady dribble of gold out of the Bank into the country. This is difficult to explain. 
Unless the Banks or the public are hoarding to some appreciable extent, for which 
there is no evidence and no occasion, it is natural to surmise a surreptitious export 
of gold, in moderate amount, out of the country. But for the concealment of such 
export there seems equally no occasion, unless—which is not to be supposed—the 
Bank of England has been placing clandestine obstacles in the way of the 
export of gold. In any case, however difficult it may be to explain, there is nothing 
whatever to regret in this small wastage of coin. 
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governs Market Rate in normal times, sometimes with great and 
‘ sometimes with diminished effectiveness, because, broadly speak- 
ing, the Market hesitates to embark at rates too much below 
Bank Rate on business which it is not absolutely sure of being 
able to finance to its conclusion without recourse to the Bank. 
As a rule, also, Bank Rate governs the rate of interest allowed 
on deposits by the Clearing Banks and Discount Houses. Lately 
the Bank Rate has lost both these powers, the loss of 
the second being consequent on the loss of the first. Market 
Rate now bears no particular relation to Bank Rate. The latter 
rate has no special significance, except as governing the amount 
of profit chargeable by the Bank for taking over pre-August 4th 
bills, and as governing the rates to be paid by sundry classes 
of persons availing themselves of various pieces of emergency 
legislation. There is now no central control over Market Rate, 
which finds its own level. 

So far this has done no harm. The Banks have not been 
tempted to abuse the excessive ease of the position in which 
they find themselves. They have been criticised, rather, for 
making insufficient use of it and for hoarding what has been 
placed at their disposal. But it is natural to be nervous, lest 
those who have gone to one extreme may at another time go to 
the other. he Banks may grow tired of holding huge sums 
idle at the Bank of England, and may begin to wish to turn them 
to more account. If the Allies score some notable success and 
a spirit of optimism rules, the Bankers may turn round and 
say, ‘We have been accused of not lending freely. Let us show 
how false this charge is.” That will be a dangerous moment. 
For a large part of the sums now standing to the credit of the 
Bankers at the Bank of England is purely artificial. It would 
have been right to employ these funds with much freedom to 
ease our financial machinery at the crisis. But so to use them 
later on will be nothing but inflationism. Bankers, if they are 
wise, will lend freely to us when we are depressed, and deal 
with us somewhat strictly when we are cheerful. The position, 
therefore, would be safer if the market rate were higher, and if 
it were generally believed that bank rate, which still exerts, 
as I should have said above, some slight psychological influence 
and which may be expected to become effective again some day, 
was more likely to go up than down. 

The fundamental consideration governing the whole position, 
one too apt to be forgotten, is this :—However much the Clearing 
Banks lend to their customers (save under certain conditions to 
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be mentioned when I deal with this in more detail below), it 
will not in the least diminish the aggregate of the free balances - 
held by them at the Bank of England. At the most it can only 
affect the names to whose credit these balances stand. It should 
be engraved along the facade of the Bank of England, and 
embroidered on the gold bands round the top hats of the 
attendants, that the Bank of England’s balance sheet balances. 
When, therefore, a Clearing Bank, on the strength of having a 
large balance at the Bank of England, lends to its customers, 
the primary effect is to leave unaltered the aggregate deposits in 
the books of the Bank of England, since nothing has necessarily 
happened to diminish the Bank of England’s assets. On the 
other hand, it is likely to increase the deposits in the books of 
the whole body of Clearing Banks. It is natural to think of a 
Bank’s loans as being the children of its deposits. But it is at 
least as true to think of the deposits as being the children of 
its loans. No action is calculated to diminish the liabilities of 
the Bank (i.e., its deposits), unless it is calculated to diminish 
its assets also. 

(3) This leads me to the third topic. If the difficulties of the 
Accepting Houses or of the Stock Exchange or of the creditors 
of enemy aliens are relieved by providing them with balances at 
the Bank of England, additional to what was there before, the 
effect is radically different from what would have been the effect 
of relieving them in some other way. It is analogous (with 
differences) to the effect of an issue of paper money. 

When a Bank or a Discount House takes a bill to the Bank 
of Kingland, on the face of it this is simply a change of one kind 
of asset for another, namely, a bill of exchange for a credit in 
the books of the Bank of England. But more has happened than 
this. For in two important respects the new asset differs from 
the old. In the first place, it reckons as “money” and supplies, 
in the mind of every banker, a more proper foundation for enter- 
ing into new business than the bill afforded, because every banker 
regards the ratio to liabilities of cash at the Bank of England 
differently from the way in which he regards the ratio to liabili- 
ties of bills in his portfolio. In the second place, it earns no 
interest and is an asset “lying idle,” whereas the bill is bringing 
in a due return; and hence an inflated credit at the Bank of 
England not only supplies the Joint Stock Banker with what 
he regards as a proper basis for new business, but it also stimulates 
him to take advantage of this, because otherwise he will be 
losing money. 
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A bill of exchange represents, of course, an advance of money 
to someone. If the Joint Stock Banks hold £50,000,000 of bills, 
they have in effect lent this money to someone. If they turn over 
these bills to the Bank of England in exchange for a book credit, 
the someone is still in the position of having borrowed the money. 
If, on the strength of a book credit of £50,000,000 at the Bank 
of England, they were to make new loans of £30,000,000, which, 
according to the usual rule-of-thumb principles, would be very 
moderate, there would be total loans outstanding of £80,000,000 
where there were £50,000,000 before. By a paper transaction an 
amount of lending has been made to appear safe which did not 
appear safe before. 

Now, the possibility of such a state of affairs is a result, as © 
I have said above, of the particular device which has been 
employed to re-liquefy the bankers’ assets, a device which has 
caused these assets to be marketed when all that was wanted 
was to make them marketable. If the Treasury had made 
guarantees available for approved pre-August 4th bills, without 
these bills having to leave the portfolios in which on August 4th 
they found themselves, so that they would only be marketed at 
5 per cent. when the money was really wanted at that rate, the 
position would be a good deal safer. 

What has happened could not have come about in the ordinary 
way, for two reasons. In the first place, the Bank of England 
would never have allowed its holding of “‘other securities” (and 
hence of the “other deposits”) to reach so very high a level 
without protecting the position and moderating the flood of bills 
by charging a rate higher than 5 per cent. In the second place, 
the market would not have discounted vast quantities, even at 
5 per cent., unless the market rate were nearly up to this. 

Let me add emphatically that no visible harm has been done 
yet. No harm would have been done by the issue of £100,000,000 
notes beyond the ordinary, so long as the Banks hoarded them. 
But the position has in it an element of danger and needs careful 
handling. ‘The present ease of the money-market is artificial 
and ought not to be taken advantage of to any great extent. 
And, above all, it must be remembered that the effect of the 
Joint Stock Banks beginning to use their inflated balances at 
the Bank of England will mainly show itself, not in a diminution 
of these balances, but in an increase of the Joint Stock Bankers’ 
own deposits. 

This last point is one which I have been at pains to emphasise 
more than once, and it must now be treated in detail. The 














1914] THE PROSPECTS OF MONEY, NOVEMBER, 1914 619 


Bank of England’s balance sheet balances. It is impossible that 
there should be a change in one item unless there are correspond- 
ing changes in others. The return for November 4th was roughly 
as follows :— 


Capital and Rest ..-  £17,700,000 Govt. Securities ...  £17,200,000 
Public Deposits ue 16,500,000 Other Securities .-- 104,900,000 
Other Deposits ..- 140,300,000 Reserve ed sii 52,400,000 

£174,500,000 £174,500,000 


The other Deposits cannot possibly be diminished, unless 
either (a) the Public Deposits are increased, or (b) the Govern- 
ment Securities are diminished, or (c) the Other Securities are 
diminished, or (d) the Reserve is diminished. (a) and (b) can 
only happen (putting aside the possibility of the Bank of 
England’s selling Government Securities in the open market) as 
a result of Government borrowings, and, even so, only so long 
as the current borrowings exceed current outgoings. (c) can 
.only happen if the Accepting Houses and others to whom money 
has been advanced are in a position to repay it. (d), the reduction 
of the Reserve, is not likely on a large scale, unless gold is taken 
from the Bank for export. 

Thus new loans or investments made by the Banks on the 
strength of the large total of “other deposits” at the Bank of 
England can have no immediate effect in the direction of diminish- 
ing this total, unless the loans are (1) to the Government, or (2) to 
those who are in debt to the Bank of England and are employed 
by them in paying off these debts, or (3) to foreigners under con- 
ditions which lead the foreigners to take the proceeds of the loan 
out of the country in actual gold. Many classes of loans likely 
to be made by the Banks do not fall under any of these heads. 
And even in the case of loans to the Government, the effect only 
lasts so long as the proceeds of the loans will stand to the Govern- 
ment’s credit and have not been paid away. As soon as they 
have been paid away, the other deposits are just as high as they 
were before, in spite of the fact that the Banks or their customers 
have so.much more Government scrip in their possession. 

This is why the transfer to the Bank of England of large 
amounts of securities, which are not being paid off for some time, 
from the portfolios of the other Banks is, from the national point 
of view, more than a bookkeeping transaction. It involves a 
creation of “money.” The effect of the transfer is both to render 
possible and to stimulate an increase of loans ; yet such an increase 
of loans will not necessarily diminish for a long time to come the 
apparent ease of the market. Hence the possibility of inflationism. 
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What has happened has analogies to the policy which has been 
deliberately pursued in Germany and which we in this country 
have rightly criticised. If the Money Market take £90,000,000 
trade bills to the Bank of England and buy £90,000,000 Treasury 
bills with the proceeds, the net result is substantially the same 
as if they had kept the trade bills and the 'Treasury had borrowed 
£90,000,000 from the Bank of England. I think the Banks were 
wrong to be so eager to get quit of their former engagements, 
and, incidentally, did bad business for themselves (those of them, 
that is to say, which actually liquefied their assets beyond their 
immediate needs). But it is not desirable that, when the reaction 
towards optimism comes over them, they should seek to recoup 
these losses. Their present balances at the Bank of England 
ought not to be regarded in quite the same light as balances 
there can usually be regarded. Otherwise we may use up our 
margin of safety in the extension of bank credit, which at present 
is fortunately large, before we need. 

The various arrangements made by the Treasury, on the eve 
of the expiration of the Moratorium on November 4th, for Bank 
of England advances in connection with certain Stock Exchange 
loans and with alien indebtedness to traders, have accentuated, 
though on a fairly moderate scale, the state of affairs arising out 
of the assistance given to Accepting Houses. On the other hand, 
these advances will gradually be paid off. We may hope that 
the item “other securities”” may diminish week by week, and that 
a natural cure will gradually be effected. Everything ought to 
be done, that can be, to diminish the aggregate of the “other 
securities.” R 

I seek to corroborate by theoretical considerations the view, 
which is now widely held by responsible financiers, that the 
present ease of the Money Market is artificial and not at all to 
be relied on. 


TI. 


The next question, to which the present state of the Bank 
of England’s Return invites our attention, is one of absorbing 
speculative interest and, much sooner, possibly, than most people 
think, of enormous practical importance. I mean the future of 
gold and of gold reserves, here and elsewhere in the world. In 
what follows I shall come later, after a wide and speculative 
survey, to the Bank of England herself. 

During the last fifteen years the stock of gold available for 
monetary purposes has been largely increased—certainly by more 
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than 50 per cent. This gold has been absorbed without a revolu- 
tionary effect upon prices, because a great number of countries 
have taken the opportunity to put their currency arrangements 
on a new basis. These new arrangements have involved the 
accumulation of a very large amount of gold, held as reserve, 
in the central banks of the world and in the Treasuries which 
act as central banks. The amount so held has increased from 
about £500,000,000 in 1900 to about £1,000,000,000 at the out- 
break of war. 

The object of these accumulations has been only dimly con- 
ceived by the owners of them. They have been piled up partly 
as the result of blind fashion, partly as the almost automatic con- 
sequence, in an era of abundant gold supply, of the particular 
currency arrangements which it has been orthodox to introduce. 
The actual amount of gold held in reserve has been in only a 
very few cases the result of a deliberate choice. In most cases 
there is little or no reason for thinking it politic that the gold 
reserve ought to be at the figure at which it actually is, rather 
than at some other figure. The ratios of gold to liabilities vary 
very extremely from one country to another, without always being 
explicable by reference to the varying circumstances of these 
countries. Ratios, which began by being little more than the 
results of chance, have been sanctified by time. Occasionally 
a country has taken panic and revised its ideas of what was 
proper, as Germany did in 1913, when bankers, having alleged 
that the gold position of the Reichsbank (whereby they really 
meant the position of Germany in the international short loan 
market) did not permit of war, the General Staff, knowing more 
of ammunition than of credit, naturally retorted that the necessary 
amount must be quickly accumulated which would permit of 
war. Yet the arithmetical significance of the precise figure, 
which now measures Germany’s gold stock, is not obvious. 

The contingencies, against which a gold reserve is held, are 
necessarily so vague that the problem of assessing the proper ratio 
must be, within wide limits, indeterminate. It is natural, there- 
fore, that bankers, who must act one way or the other, should 
often fall back on mere usage or accept that amount of gold as 
sufficient which, if they are chiefly passive, the tides of gold 
bring them. At any rate, the management of gold reserves is 
not yet a science in most countries. ‘There is no ideal virtue in 
the present level of these reserves. Countries have got on in 
the past with much less, and under force of circumstances could 
do so again. 

No. 96.—VOL. XXIV. Ie 
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The reasons for holding a central gold reserve are two— 
to preserve the parity of the internal currency by releasing gold 
when this is required to steady the foreign exchanges, and to 
provide funds wherewith to make urgent purchases abroad when 
nothing but gold is acceptable in payment. 

Unless it is intended in certain contingencies to use the reserve, 
the reserve can be no use. This doctrine, which is the orthodox 
English doctrine, is not generally accepted, however, in most 
other parts of the world. In these other parts a gold reserve is 
thought of as being some sort of charm, the presence of which 
is valuable quite apart from there being any idea of dissipating 
it,—as the emblem, rather than the prop, of respectability. It 
would be consistent with these ideas to melt the reserve into a 
great golden image of the Chief Cashier and place it on a monu- 
ment so high that it could never be got down again. If any doubt 
comes to be felt about the financial stability of the country, a 
glance upwards at the image will, it is thought, restore confidence. 
If confidence is not restored, this only shows that the image 
is not quite big enough. 

All of the above might have been written before the war. But 
the war, on the one hand, has provided many illustrations of this 
image worship, and, on the other, excites the inquiry whether 
extreme force of circumstances may not compel the worshippers 
to strip off from Pallas Athene her covering of gold and ivory. 
What will happen then? What will happen if the countries of 
Europe begin to use their gold reserves? ‘To this obstinate ques- 
tion I can find no reassuring answer. 

For reflection establishes this paradox, that the stability of 
the value of our monetary standard is largely supported on the 
broad back of ignorance. And if nothing could dislodge ignorance 
but knowledge, it would rest there very securely. Unhappily, the 
sheer force of circumstances may intervene otherwise. 

While it is to the interest of any one nation to use its reserves, 
it is not to its interest that many other nations should use their 
reserves simultaneously. For .what is to become of the gold? We 
may in difficult times need a little more of it than usual. But if 
the State Banks of Europe were to disgorge hundreds of millions, 
what should we do with them? 

At the end of July, 1914, the following stocks of gold 
were held amongst others :— 


Bank of England ... £38,000,000 Bankof Germany ... £68,000,000 
Bank of France -.. £166,000,000 War Reserve of Germany £10,000,000 
Bank of Russia ..-  £160,000,000 Bank of Austria Sa £51,000,000 


U.S. Treasury £245,000,000 C. of Argentina £40,000,000 C. of Brazil £10,000,000 
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Immediately on the outbreak of war all these institutions, with 
the exception of the Bank of England and the Treasury of the 
United States, formally suspended the encashment of their notes 
in specie. Even the Dominion of Canada suspended specie 
payment. Nor did the currency system of the United States, 
in spite of so mmense a stock of gold, permit the free export 
of any considerable amount-or avail to maintain the international 
parity of the dollar. 

In short, these countries hoarded their gold. Deliberately 
they did not use it for one of the two purposes for which it is 
reasonable to keep a reserve, namely, to preserve the parity of 
the internal currency by releasing gold when this is required to 
steady the foreign exchanges. In the cases of Argentine and 
Brazil the gold reserve cannot possibly serve any other purpose. 
That they should have chosen to depreciate their currency, 
repudiate or risk their international engagements, and throw their 
finances into confusion, while the one still held more gold than the 
Bank of England and the other a sum which was still substantial, 
is only to be explained by a native affinity or predilection, to which 
former generations, as well as the present, bear witness, for what- 
ever is unsound and treacherous in affairs of currency. It was to 
be expected. It cannot be justified. 

But what are the other countries thinking of? In their case 
the second purpose of a reserve may possibly be in view, namely, 
to provide funds wherewith to make urgent purchases abroad when 
nothing but gold is acceptable in payment. 

In a famous passage of the Wealth of Nations Adam Smith 
observes how seldom, even in his time, it was necessary to 
accumulate gold and silver in order to enable a country to carry 
on foreign wars. “The last French war cost Great Britain 
upwards of ninety millions. . . . More than two-thirds of this 
expense was laid out in distant countries ; in Germany, Portugal, 
America, in the ports of the Mediterranean, in the East and 
West Indies. The Kings of England had no accumulated 
treasure.” It is useful to remember what huge sums this country 
could afford to spend on foreign wars in the middle of the 
eighteenth century. It is also useful to notice of what long date 
is our capacity to finance such expenses without the assistance 
of great treasure. But how far is the like true of other countries? 

Adam Smith qualified what he said thus:—‘‘Mr. Hume 
frequently takes notice of the inability of the ancient Kings of 
England to carry on, without interruption, any foreign war of 
long duration. The English, in those days, had nothing where- 
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withal to purchase the pay and provisions of their armies in 
foreign countries, but either the rude produce of the soil, of which 
no considerable part could be spared from the home consumption, 
or a few manufactures of the coarsest kind, of which, as well as 
of the rude produce, the transportation was too expensive. 

It is in such. countries, therefore, that the Sovereign generally 
endeavours to accumulate a treasure, as the only resource against 
such emergencies. [very Tartar chief has a treasure.” ‘In the 
present times,” he was able to add, “if you except the King of 
Prussia, to accumulate treasure seems to be no part of the policy 
of European princes.” In the deliberate accumulation of war 
treasure the King of Prussia, nearly 150 years later, still illustrates 
the continuity of national ideas. But other princes, through 
central banks and their control over them, have come very near 
to the accumulation of war treasure. 

It has, therefore, to be considered whether such conditions, 
duly modified, as in the opinion of Adam Smith characterised only 
the remoter past and the less civilised races, affect any modern 
nations and render useful in modern war a reserve of treasure. 
Possibly they do. The more complete commercial blockades of 
modern war, the vastly greater diminution of industrial produc- 
tivity which, in conscript countries, war now brings with it, 
and the absolute necessity of buying certain essential raw materials 
from abroad, even when war is being waged near home, may 
well bring it about that at the later stages of a war a country 
may be utterly unable to make necessary purchases from abroad 
otherwise than with hard cash. 

In the cases of Russia, Germany, and Austria—I leave France 
on one side as, her currency being still undepreciated, the problem, 
though possibly of much future importance, is far less urgent—- 
I hold two general conclusions to be established. 

These three countries, in spite of their very large reserves of 
gold, have deliberately abandoned the first of the two purposes 
for which it is rational to hold a reserve. They have, within a 
brief period from the outbreak of war, allowed their respective 
currencies to fall to a discount of not less than ten per cent., 
as measured by the exchanges, for the purpose of making pay- 
ments abroad. In the case of Germany the gold reserve has been 
lately increased at the expense of deliberate effort. It must be 
presumed, therefore, as at least possible that these reserves are 
held for some purpose, besides what psychological advantage can 
be derived from the reputation of possessing so considerable 
a sum. What can this purpose be except the intention of 
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parting with the gold at some later stage of the war, when the 
importation of goods from abroad is urgently necessary and 
otherwise unattainable ? 

But, secondly, even if no such rational intention is now 
present to the minds of the ruling authorities of these countries, 
the extreme force of circumstances may lead them to act thus. 
The depreciation of the exchanges is not merely something rather 
discreditable to the national reputation and inconvenient to the 
world of bankers. It is the symptom of a difficulty, and an 
increasing difficulty, in making purchases abroad. A point may 
very easily come, and come suddenly, when it is virtually impos- 
sible to make any purchases at all, unless something is exported 
to meet them. And nothing may be readily available for this 
but gold. There are many countries from which it is physically 
and geographically possible for Germany to purchase goods; it 
is important not to exaggerate the degree of the commercial 
blockade. But how is she to pay for them? The state of the 
exchanges shows that, without the shipment of gold, she finds 
this increasingly difficult. 

In short, countries on either side in the great combat may 
deliberately intend to disgorge their gold. And if not, yet 
circumstances may force them to. 

Further, signs are already showing that the steady dribble 
of gold from the great reserves of Europe has even begun. Early 
in November came the extremely significant news that Russia 
had shipped £7,000,000 to London. Germany is alleged to have 
sent a substantial sum to Turkey, and, more lately, there are 
rumours of gold for Amsterdam. If these things are not true yet, 
they soon will be. Month by month we may expect a dribbling 
stream of gold from Russia, Germany, and Austria, and later on, 
too, if the struggle is prolonged, from France. 

Who is going to take this gold? Where is it going to? It 
comes on a world already surfeited with gold, a world urgent for 
goods, not money. I do not believe it can be absorbed, in the 
way that so much of the new gold of the last fifteen years has 
been absorbed, by natural new demands without a revolutionary 
change in the value of money. 

It is worth while to think in turn of the possible sources of 
demand for it. The United States are about to embark on a 
reformed system of banking, which is likely rather to economise 
the use of gold—of which they already hold a stock which ought 
to be amply sufficient with wise arrangements—than to demand 
an influx of more. The capacity to take gold of Canada and of 
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the countries of South America, especially the latter, chiefly 
depends on their power to borrow from abroad. With the real 
free capital of the world absorbed and depleted by the demands 
of war, these countries ought not to be in a position to take 
large amounts for a little time to come. Only an artificial 
monetary ease, producing the illusion of abundant free capital, 
can make it possible for these countries to borrow soon on their 
former scale. This year, for the first time, Egypt has attempted 
to economise gold by the wider use of a paper currency. Turkey 
has placed herself hors de combat. There is no probability that 
India can absorb more than usual, if as much. China is far 
from taking effective steps for the introduction of a gold standard. 
The rest of the world is at war. At the same time the gold-mines 
of the world continue to produce at the rate of about £90,000,000 
a year, with most of the former outlets for it closed. 

The illusion that all we want for safety is much gold may be 
dispelled, therefore, by the unanswerable force of events. Gold 
may possibly come in unprecedented quantities on a surfeited 
and unwilling market. Precisely at that moment of time when 
the world is most short of real capital, there will be the greatest 
appearance of monetary ease. The coincidence of an extreme 
abundance of money with an extreme urgency for goods must 
necessarily bring with it a greatly diminished purchasing power 
of the former. 

In this kind of matter prophecy is not to be undertaken. 
Very likely the countries of Continental Europe will keep and 
worship their golden images to the utmost limit of time within 
their power. If the war is short, they may be able to retain 
nearly the whole of their hoards. Even if the vanquished are 
compelled to pay away indemnities, it is possible, though vastly 
improbable, that they will still wish and be able to keep their gold. 

But, on the other hand, some dribbling away of gold, on a 
sufficient scale to produce an artificial sense of ease in the money 
markets of the rest of the world, appears to me almost certain. 
And it is at least possible that it may be on such a seale as to 
jeopardise the continuance, as well as the stability, of an un- 
regulated gold standard. 


IV. 


From the time of Ricardo, at least, many economists have 
believed that civilised countries expose themselves needlessly to 
sudden and arbitrary disturbances of their social and economic 
systems by leaving fluctuations of the monetary standard outside 
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their control, when they might be within it. It is easy to 
invent modes of regulating the value of the standard which, 
however far from perfection, are at least better than what we 
have at present. To innovate in matters of currency is practic- 
able, as soon as people in general believe it to be so. The 
intellectual and scientific part of the problem is solved already. 
Only the will and the belief have not yet come. Nor is the world 
of statesmen and financiers, upon whom this matter depends— 
for the change would be of a kind which would escape the notice 
altogether of most ordinary people—to be too much blamed for it. 
Most innovations and nearly all paradoxical opinions in matters 
of currency are foolish and dangerous, and deserve a deep distrust. 
And for those who have not made a special study of the subject 
it is hard to distinguish between one thing and another. A 
catastrophic change, however, affecting the gold standard will 
make it necessary so to distinguish. 

It is, therefore, a possible consequence of the present war, 
more likely in proportion as the war is prolonged—I cannot say 
that I yet think it probable—that some international regulation 
of the standard will be forced on the principal countries of the 
world. If it prove one of the after-effects of the present struggle, 
that gold is at last deposed from its despotic control over us and 
reduced to the position of a constitutional monarch, a new chapter 
of history will be opened. Man will have made another step 
forward in the attainment of self-government, in the power to 
control his fortunes according to his own wishes. We shall then 
record the subtle, profound, unintended, and often unnoticed 
influences of the precious metals on past historical events as 
characteristic of an earlier period. A new dragon will have been 
set up at a new Colchis to guard the Golden Fleece from 
adventurers. 


V. 


This, however, is to speculate too deeply. We can be content 
with much narrower and more certain inferences from what we 
see happening. I return, therefore, to more solid ground. 

Those who are inclined to be guided by past experience must 
not forget that in one respect of the utmost importance the 
present monetary position is absolutely without precedent. It 
has never happened before at a time of crisis that those countries, 
which are under the most urgent necessity of remitting in cash 
for what they owe or for what they need to purchase, have 
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possessed vast quantities of gold wherewith in the last resort to 
make such remittances. The volume of credit currency of one 
form or another which is now in use is, of course, much greater 
than at any former time. But the process, which has been going 
on during the last twenty years and which the abundance of gold 
has made possible, of putting most of the fiduciary currencies 
of the world on a “sound” basis by supplying large centrai 
reserves of gold for their support, has the effect of increasing at 
a crisis the available stock of gold. For it is possible at a time 
of strain to expand the fiduciary currencies in the old-fashioned 
way and at the same time to release the gold, returning to the 
former relatively “unsound,” but perfectly feasible, basis. For 
some time past, therefore, I have believed that the next crisis 
would be marked, especially in its later stages, by an over- 
abundance of gold and not by a shortage of it, and that those who 
direct all their anxieties, to collecting what extra gold they can 
at such time, are paying too little attention to the radical change 
of conditions. At the present time the restriction of bank credit, 
which marked the early stages of the crisis, is made up for already 
by the increased issues of fiduciary currency, which is to be seen 
in nearly all the countries of the world, including our own. It 
will be far more than made up for, as time goes on, by the release 
of gold from the reserves of those countries which are in financial 
straits. 

These general considerations I wish to apply to the position 
and policy of the Bank of England. At the outbreak of war the 
Bank’s reserve of gold was normal, and anxieties were expressed 
in some quarters as to its sufficiency. The actual course of events 
during August have been described in my former article. 
From the outbreak of war up to November 18th, the amount 
of gold placed to the credit of the Bank of England from 
foreign sources (including gold “unearmarked ” on Indian account) 
was £55,000,000. Of this £12,500,000 was “earmarked” by the 
Treasury for the Currency Note Redemption Fund. On 
November 18th the Bank of England’s stock of gold stood at 
£72,000,000, an absolutely unprecedented amount. 

I believe that the risk of the Bank of England’s reserve falling 
below the normal in the near future may be absolutely neglected. 
The much more real danger is of an opposite kind. Gold may 
accumulate in such amounts as to make it exceedingly difficult 
for the Court of the Bank to maintain the rates for money at 
a suitable level. The authorities of the Bank ought to deprecate, 
and not encourage, the receipts of more gold from abroad. They 
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will have their work cut out, anyhow, to maintain rates and to 
prevent the demoralisation which the over-abundance of money, 
at a time of under-abundance of real capital, is likely to cause. 
Further receipts of gold will merely add to their difficulties. 

The artificial ease of the money market has, of course, some 
compensating advantages. It facilitates Government finance, 
for example. It encourages confidence at a time when natural 
tendencies might be too nervous. It may even assist in the 
industrial adjustment at the end of the war, and moderate, for 
the moment, the amount of unemployment to be anticipated 
otherwise. But, even so, it is too dangerous, and the penalties 
of it will be excessive. 

VI. 

Let me bring together the two main contentions of this 
article. In this country, as elsewhere, there has been a large 
creation beyond the ordinary of artificial credit money, which 
here has mainly taken the form of book credits at the Bank of 
England. ‘The excessive ease in our Money Market thus created 
may, as the grounds for optimism are increased, bring about a 
dangerous and premature expansion. This monetary ease is 
increased by the large amounts of gold which are being received 
by the Bank of England. ‘This gold relieves the Bank of a 
possible danger—a danger on which, in present circumstances, 
too much attention is concentrated—by making harmless one 
possible after-effect of expansionism, namely, a drain of gold 
for abroad. But it greatly increases the danger of lending at 
home much in excess of the real capital available, and prolongs 
the disastrous effects of mal-adjustment, at the same time that 
it increases them. 

The flow of gold into this country and the danger lest 
expansionism, being local, be therefore concentrated, are 
both affected by another influence—the sudden change in 
the degree of our willingness to lend money abroad. We 
are demanding repayment in some cases, and we are re- 
fusing to make new loans in nearly all. Indeed, this is 
the prime cause of the difficulties of several sections of the 
Money Market. For reasons which are too obvious to require 
explanation, the abundance of money at home is not stimulating, 
as it usually would, the subscription of capital for abroad. This 
policy of reluctance, while necessary in some degree, has gone, I 
believe, much too far. When the security is good and the con- 
ditions otherwise suitable, it is desirable, in the interests of our 
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financial stability, that such loans should in moderation be made. 
The advantages of this policy may be thus summarised :— 

(i) Only thus can the foreign exchanges be fully restored, and 
the difficulties be removed of those who cannot get remittance 
from abroad. 

(ii) It may be necessary, in the course of the war, to call in 
capital which we had previously lent abroad. But it is not to 
our advantage to do this at a given time in excess of our demand 
for goods from abroad. If we call in loans when we do not want 
goods to a corresponding value, we do ourselves, by inviting a 
surfeit of gold, no benefit, but rather harm ; and we put our debtors 
to inconvenience, and even danger. If, on the other hand, we only 
call in loans when we want goods with which our debtors are 
able to supply us, they will then, obviously, be in a position to 
remit what we want. Our interests and theirs—I have especially 
in mind the United States and our Dominions—are in this matter 
coincident. 

(iii) A sudden and extreme divorce between the rates for 
money at home and abroad, in a degree which cannot possibly 
be permanent, is not safe. If we stop lending abroad too sud- 
denly and call in loans in gold, at a moment when we do not 
yet want goods, and at the same time let the rates for money at 
home fall to a very low level, we are aiding the other existing 
influences which tend towards the stimulation of local inflationism. 
If, as I suggest may be possible, there is going to be a super- 
abundance of gold, at least let the inconveniences of this be shared 
by the whole world and not unduly concentrated on ourselves. 

I hold, therefore, that we ought (a) to keep the effective rate 
for money at a fairly high level, (b) not be over-anxious to 
increase our stock of gold, and (c) not be too unwilling to re-lend 
money abroad, especially for short periods, when the security is 
good and the conditions what would be thought in ordinary times 
favourable. We ought not to lend or re-lend abroad at a time 
or in a manner which will interfere with our capacity to take 
goods from abroad to the utmost extent that we require them. 
But where a refusal to lend or to re-lend promotes the influx of 
gold, then such refusal is impolitic. 

Prudent financiers are likely to agree that we want to keep 
rates up. But they are less likely to approve one of the only 
two or three measures likely to aid this object, namely, the 
discouragement of gold imports. Wise as the policy of our country 
has been in this respect compared with that of any other, 
there are probably few connected with the City of London 
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who do not believe that the more gold comes in, the better 
for all of us. The influx of gold is too profoundly associated 
in the minds of financiers with safety, stability, prosperity, and 
wealth. The arguments on the other side—or rather not so much 
on the other side as for taking a middle course in this matter of 
gold—are in their essence too fundamental, if this is not a paradox, 
to be perfectly persuasive.- 

The path of true monetary policy is a very narrow one. Men 
are born of two kinds (except in South America, where all are 
of the second), mercantilists and inflationists—those who believe 
that a sufficiency of solid gold is a cure for all financial ills, and 
those who believe that a sufficiency of cheap credit and paper 
money will promote unlimited prosperity for us. Each school in 
turn influences the conduct of affairs. The truth lies with neither. 
Adam Smith began the long struggle of science against instinct in 
his celebrated campaign against the mercantilists. His death was 
followed by the most terrific experiment in inflationism that the 
world has yet seen. The present age, after a fluctuating field 
between the opposed parties, is again, on the whole, one of mer- 
cantilism. Yet that will not save us, if gold, by its very abundance, 
plays us false, from the evils of inflationism. The legend of Midas 
represents to us the fate of mercantilism triumphant. 


VII. 


Since the above was written, the terms of the War Loan 
have been announced, and I add the following postscript. 

The very large amount of the Loan is not as relevant to the 
main subject of this article as at first sight it may appear to be. 
I do not see that the Loan need, except perhaps temporarily, 
have much effect on the excessive ease of the Money Market. 
In so far as the proceeds of the Loan are employed for making 
advances to foreign countries or to our Dominions, or are actually 
spent abroad, or are devoted to purchases which can only be 
satisfied by importations beyond the ordinary, the War Loan 
will have the same effect as a foreign loan in discouraging an 
influx of more gold into this country. The balances of bankers 
and others at the Bank of England, however, will only be dimin- 
ished temporarily, and for such period as the instalments of the 
Loan are being paid up in excess of current outgoings. They 
are not permanently affected, except in such minor degree as 
may result from the Treasury’s paying off advances from the 
Bank of England, and unless, as an indirect effect, of no obvious 
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probability at present, the Loan somehow enables Accepting 
Houses and others who have borrowed from the Bank of England 
to repay. 

But the provision, by which the Bank of England has agreed 
to make advances against the scrip of the new Loan at one per 
cent. below bank rate, is very relevant to our subject. This is 
a most brifiant invention from the point of view of popularising 
the Loan with the Money Market and with traders, and of 
stabilising its price in the near future. But its indirect effects 
are difficult to follow out, and some of them are less obviously 
good. 

On the one hand, the effectiveness of the nominal bank rate 
in maintaining rates will be further weakened. It may even 
prove necessary to redress the new arrangement by the Bank 
of England’s fixing bank rate one per cent. higher than 
they otherwise would. I hope they will adopt this course. 
If Discount Houses and traders and others are habitually 
in the position of possessing large blocks of stock, with 
which they can absolutely rely on being able to borrow, if 
necessary, at one per cent. below bank rate, then clearly in all 
propositions about making a given rate for money “effective,” 
wherever the phrase “bank rate” used to occur, we must now 
substitute ‘one per cent. below bank rate.” 

On the other hand, the new arrangement is calculated to make 
“one per cent. below bank rate”? more “effective” in the near 
future than “bank rate” is at present. For it appears to be 
a direct incitement to the Money Market to employ call money, 
&e., in carrying War Loan Stock in preference to bills of ex- 
change. In itself this change is undesirable, because, in spite 
of recent events, there is an inherent suitability in bills of 
exchange for such a purpose. But by providing an almost inex- 
haustible means of employing call money safely, the Treasury’s 
action ought to stiffen the rates for this, and, by providing a 
formidable rival to bills of exchange, it ought to stiffen the rates 
for the latter also; so long, that is to say, as these rates are 
below 4 per cent., and so long as the price of the stock is not 
appreciably above its price of issue. When these rates rise above 
4 per cent., then all is changed, money rates being now related 
to the net yield on Government Stock far more intimately than 
has been the case in recent years. When market rate exceeds 
4 per cent., t.e., when bank rate exceeds 5 per cent., the new 
stock will lose its attractions for the Money Market. Thus to 
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depreciate the price of the new stock. ‘This, I fear, may act as 
an argument against raising bank rate, even when the general 
situation requires it to be raised. It is not a good thing that 
the apparent credit of the Government should be too closely 
bound up with the effective level of bank rate. 

The new Loan has several good characteristics, and includes 
provisions attractive to many classes of investors, without involv- 
ing the Government in undue charges. But it is primarily a 
bankers’ loan. I mean by this that the solatia provided by it 
are primarily those which appeal to bankers and financiers 
generally, and which were, indeed, necessary if that class was 
to be expected to subscribe very large sums. I believe it would 
have been more far-sighted if in the first Loan the Treasury had 
rested content with attracting the vast sums belonging to the 
public which are now lying on deposit. It is not desirable to 
use up what may be described as Money-Market money so early 
in our proceedings. The arrangement with the Bank of England, 
therefore, since it seems deliberately calculated specially to attract 
this species of funds, is, I suspect, an unwise one. We are still 
a very long way off the necessity of following the German example 
of encouraging subscriptions to our War Loan, which are not of 
the character of investments pure and simple, but are to provide 
a basis for borrowing by the immediate subscriber. 


VIII. 


Some critics of the article I wrote in the last number of this 
JOURNAL have complained that my judgment of what the Banks 
did was harsh, and not in all respects just. The Bankers’ 
Magazine pleaded that I made no allowance for natural discomfi- 
ture in face of the unforeseen. Perhaps this was so. In one or 
two respects, which I hope to correct in proper detail on a later 
day, imperfect knowledge caused me to describe the action of the 
Clearing Banks, as distinguished from some other Banks, with less 
than fairness. But my disappointment—that our banks did not 
grapple with the situation more boldly and that there was called 
forth so little insight and personality above the normal—was that of 
an admirer, my complaints those of a true lover. I believe our 
banking system, and indeed the whole intricate organism of the 
City, to be one of the best and most characteristic creations of that 
part of the genius and virtue of our nation which has found its 
outlet in “business,” a system and organism which, like London 
herself, is a work of man without, for that reason, altogether lacking 
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some of those attributes of spontaneity and admired disorder which 
we generally associate with nature. An academic writer, whose 
employment leads him to study and compare the banking arrange- 
ments of other countries than our own, is not likely to under- 
estimate the advantages we enjoy. Our financial structure was 
so strong, and its frame so well conceived to meet a shock, that 
I was no more afraid for it in the first days of August than 1 
am now. ‘Thanks to its intrinsic properties, we find our financial 
strength ingreasing day by day, and not diminishing. We can 
meet all of our liabilities and can draw for our material resources 
on the whole world. All the more reason for relying on this 
strength courageously and throwing no advantages away. It was 
reason for some dismay to see bankers inclined to haggle when 
they should be constructing, and speaking feebly of “their duty 
to their shareholders” —though, of course, no one would have 
wished or countenanced anything dangerous to our Banks or 
opposed to the permanent interests of their proprietors—when 
all should have been thinking of the State. 
J. M. KEYNES 




















NOTES AND MEMORANDA 


A SEVENTEENTH-CENTURY LABOUR EXCHANGE: A CORRECTION. 


IN the last issue of the Economic JoURNAL (September 1914) 
under the title of ““A Seventeenth-Century Labour Exchange,” 
I gave an account of the “Office of Addresses and Encounters,” 
established in 1650 by Henry Robinson in Threadneedle Street, 
London. As far as I was then aware, the “Office” was an 
invention of Robinson himself, so that he might fairly be regarded 
as the founder of the earliest general Labour Exchange. 

In fact, no such priority can be claimed for Robinson. His 
“Office of Addresses and Encounters” is taken bodily and literally 
from the “Bureau d’adresse et de rencontre,” established by 
Théophraste Renaudot at Paris in 1630. I have not as yet been 
able to examine Renaudot’s own account of his “ Bureau” (con- 
tained in a MS. “Inventaire” of which two copies alone are 
stated to exist—in the Bibliotheque de Rouen, and the Biblio- 
theque Mazarine at Paris). The identity of title and functions, 
however, and the extracts from the ‘‘Inventaire” given in Gilles 
de la Tourette’s biography of Renaudot (Paris, 1884) leave no 
doubt as to the position. Robinson’s pamphlet describing his 
“Office” falls into the category of naked and unashamed 
plagiarisms not uncommon in his and in earlier times. 

There is not a word in the pamphlet, from first to last, to 
suggest that the “very great discovery” of an Office of Addresses 
and Encounters was a discovery of anyone but Robinson himself. 
As a matter of fact, however, Renaudot first put forward the 
idea of his “Bureau d’adresse et de rencontre” in 1612, and 
himself cites Montaigne (Essays, I., 34) as an authority for his 
proposals. More than twenty years before, indeed, Sir Walter 
Raleigh had exerted himself to put some of Montaigne’s sugges- 
tions into practice, and to establish a clearing house of scientific 
knowledge and of ideas. Renaudot, after much opposition, 
actually established his Bureau at Paris. 

This Bureau, like Robinson’s “Office,” was not merely a 
Labour Exchange. It was a centre for every kind of buying 
and selling, letting and hiring, borrowing and lending; a matri- 
monial agency, a charities register, &c., &c. Even in regard to 
such a detail as the hours of business, Robinson faithfully imitated 
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his original—except that his “Office” was not to be open on 
the Lord’s Day. 

In one respect, indeed, there was a difference. There is 
nothing to show that Robinson’s “Office” ever had more than a 
theoretical existence. Renaudot’s Bureau, backed by a royal 
patent giving it a monopoly, was in operation as a well-established 
institution from 1630 to 1644 (when it was closed under the 
circumstances noted below). In 1639, indeed, a decree of the 
police authorities made it compulsory for all workmen coming 
to Paris to register at the Bureau within twenty-four hours. In 
1647 the Bureau was to some extent revived, and was apparently 
actually at work three years later, when Robinson published his 
pamphlet. 

Renaudot was a man of considerable note in his time. By 
profession a highly successful physician, he was in spirit a social 
reformer and inventor. He held for many years the appointment 
of “Commissaire général des pauvres du royaume.” His energy 
was inexhaustible, and his Bureau became the centre of a whole 
series of new activities. T'o its original functions were added those 
of a mart and sale-room for all kinds of commodities and of a 
mont-de-piété. Later it became the scene of weekly public 
conferences, where every sort of question was debated. It is 
interesting to note that while Renaudot was prepared to use his 
Bureau as a register of charities available, he refused to allow 
it to distribute relief. 

In addition to creating the first Labour Exchange, Renaudot 
was a pioneer in starting newspapers, pawnbroking establish- 
ments, and free medical relief (Consultations Charitables) for 
the poor. He advocated the new arts of medicine in opposition 
to the scholastic traditions. It was this which led him into a 
long and bitter struggle with the powerful faculty of doctors, in 
which, after the deaths of his protectors (Richelieu in 1642 and 
Louis XIII. in 1648), he was beaten. His Bureau was closed 
and he was forbidden to practise medicine. He died at last in 
1653, ‘“‘gueux comme un peintre,” according to the sneer of his 
chief opponent, but not till after he had seen the triumph of his 
views in medicine, and the imitation of his most far-reaching 
innovation (the Consultations Charitables) by his enemies. And 
in our day his work may be cited to show that Labour Exchanges 
are really a French and not a German invention. 

W. H. BEVERIDGE 
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AGRICULTURAL CREDIT IN IRELAND. 


Report of the Departmental Committee on Agricultural Credit in 
Ireland. [Cd. 7375.] 1914. Pp. xvi+407. Price 4s. 8d. 


THIs is certainly one of the best things that has been published 
on popular credit in agricultural parts, and it appears most oppor- 
tunely at the dawn of a new era in Irish agriculture. Its interest 
and value, however, extend far beyond Ireland, for, though 
national characteristics play a large part in determining the main 
features that are needed in popular institutions to render them 
effective at their best, there is much that is common in the require- 
ments of all peasant proprietors, as there is much that is common 
to all human nature. The investigation undertaken has been 
thorough, and numerous facts have been brought to light for 
the first time. The excellence of the work done is due to some 
extent to the admirable constitution of the Committee. Among 
the experts are a banker, an estate commissioner, a Poor-law 
commissioner, Mr. Gill (of the Irish Department of Agriculture), 
Professor Finlay (an economist whose knowledge of co-operation 
in relation to agriculture is extensive), and last, but by no means 
least, Professor Bastable, whose insight and experience in tracing 
and balancing economic issues must have been of incalculable 
service. A beginning is made with a careful analysis of the needs 
of agriculture in respect of credit. These needs, it is maintained 
by the Committee generally, cannot be met by joint stock banks, 
because their methods of doing business are not now adapted to 
the purpose. One member, however, attaches a dissentient note 
on this point, though signing the main report. He regards the 
present facilities for obtaining credit as adequate, and draws 
attention to the development within the last ten or fifteen years 
of joint stock banking operations in Ireland. The Committee as 
a whole go on to argue that agriculture need not be dependent 
upon the resources of joint stock banks, even with the present 
disposal of savings, as theré are large deposits in the Post Office 
Savings Banks in rural parts, which are now largely invested in 
England. By suitable organisation these savings might be diverted 
to the financing of small agriculturists. In the absence of this 
organisation, and in view of the comparative helplessness of the 
joint stock banks, agriculture, it is maintained, is starved for want 
of capital, and driven to the costly expedient of the “trust auction” 
system, which is fully explained in its several forms. This 
ruinous system, combined with long credit at shops, has taken the 
No. 96.—VoOL. XXIV. u wu 
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place of the “gombeen man” of notorious memory, and it cannot 
be said that, through the change, the impecunious farmer has suc- 
ceeded in jumping from the fire even as far as into the frying-pan. 
Aid through the Loan Fund Board (the history of which is given) 
is failing, and to such an extent that the Committee recommends 
the transference of the functions of this Board to the Agricultural 
Credit Section of the Department of Agriculture. As regards the 
land loan schemes of the Board of Works, on the other hand, 
there is said to be room for a more extensive recourse to them. 
Co-operative credit as another expedient is minutely considered. 
Numerous faults were found in too many cases, for instance exces- 
sive reliance on State loans, insufficient inspection, an unwise 
choice of secretaries or lack of the right men, and carelessness or 
inefficiency on the part of the Committees; but in co-operative 
credit, as it exists, the Committee sees the nucleus of what is 
needed. Experience shows that the root of the matter in the 
honesty and good faith of the farmer can be relied upon. But 
certain reforms are suggested. Greater security must be insured, 
and this can be secured partly by limited liability. Again, 
responsibility and initiative have been weakened by the ease with 
which cheap loans have been got from the State. Coming to 
details as regards organisation, the Committee, however, loses its 
unanimity. All but three out of the eight members would like 
to see the organisation of credit societies placed under the Depart- 
ment of Agriculture, aided by an advisory committee representa- 
tive at least of joint stock banks, co-operative societies, and the 
various State Departments dealing with agricultural loans. Pro- 
fessor Finlay, one of the dissentients, explains in a note the 
ground of his objection, which is in substance that State control, 
with all that it entails, would undermine the spirit of self-help 
which is the soul of co-operation. In view, particularly, of the 
effect of the cheap loans from the State, his contention is a 
weighty one; but, with the admitted need for a stringing up of 
the management and for greater security, forcible arguments can 
be adduced on the other side. Indeed, so greatly impressed were 
the Chairman and Professor Bastable with the latter need, that 
in a supplementary note they put the case for a State guarantee 
for the security of deposits ; and any such guarantee without State 
control would be out of the question. In conclusion, it may be 
said that the work done by the Committee has paved a high-road 
to the solution of the problem for Ireland. All the facts have 
been elicited and impartially set forth; and differences in their 
interpretation, and in the practical judgment founded upon them 
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and upon expectations of the future, have been frankly stated. 
There are strongly marked conflicting views, but the Committee’s 
impressive agreement on the end to be attained, and upon the 
general nature of the means of attaining it, may be taken as an 


assurance that the problem will not be allowed to rest. 
S. J. CHAPMAN 





THE TRADE OF INDIA IN 1913-14. 


Review of the Trade of India in 1913-14. (Calcutta : Government 
Printing Office. 1914. Price 12 annas.) 


Memorandum and Statistical Tables relating to the Trade of India 
with Germany and Austria-Hungary. (Calcutta: Govern- 
ment Printing Office. 1914. Price 8 annas.) 


THis issue of the annual Review of the Trade of India is 
the first which has appeared under the editorship of Mr. G. F. 
Shirras, who has been appointed by the Government of India 
to the newly created office of Director of Statistics. Mr. Shirras 
has revised its form in a good many respects, and has taken the 
opportunity to introduce several improvements. He is to be con- 
gratulated on one of the first fruits of his new appointment. 

Amongst the features to which it is worth while to draw 
special attention is the index number of prices based on the 
recorded values of articles entering into foreign trade. As in this 
country, the value of foreign trade at the prices of the preceding 
year, as well as at the prices of the current year, have been 
calculated for India for some time past. But Mr. Shirras has 
now used this material as the basis of a carefully compiled index 
number. He finds that in 1913-14 prices were about 2 per cent. 
higher than in 1912-13, while the volume of foreign trade increased 
by about 4 per cent. The articles of export which show an 
important rise in price were tea, wheat, and jute, while rice and 
linseed fell in price. As regards the quantities exported there 
was an important increase in the case of raw cotton and a decrease 
in the cases of wheat, raw jute, and opium. In the case of raw 
jute there was a considerable increase in the aggregate value in 
spite (or because) of a considerable decrease in the aggregate 
volume. 

It is to be wished that Mr. Shirras had compiled index numbers 
for exports and imports separately, and not, as he actually has 
done, for the two combined. When the international position of 
India is being considered it is much more important to know 
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whether a given quantity of exports is buying more or less than 
before in the way of imports, than to know the actual average 
price for the two combined in terms of money. It appears from 
the figures that the tendency of recent years, by which the rate 
of exchange has been moving in favour of India and her goods 
have bought an increasing quantity of the goods cf other countries, 
has continued. It is also very important to make it quite clear 
to the reader that this index number is weighted according to 
the relative importance of different commodities regarded as 
articles of foreign trade, and that it is not a reliable index for 
expressing changes in the purchasing power of money in India 
generally. 

In the passage dealing with the balance of trade, Mr. Shirras 
has gone beyond the ascertained figures and allowed himself to 
guess that “at least R45 crores were remitted in 1913-14 for 
interest and services rendered, and that some R24 crores of new 
foreign capital were probably at the disposal of India.” I do not 
wish to question these figures, but the evidence on which they 
are based is not stated, and any such estimate must necessarily 
be so very doubtful that they ought hardly to appear in an official 
publication without more warning as to their dubious character 
than has been given. 

The result of an inquiry into the changes in wages are of 
much interest. It has been found from an examination of returns 
supplied by leading industries—cotton (Bombay), woollen (Cawn- 
pore), jute (Bengal), paper (Bengal), rice (Rangoon), mining 
(Bengal), and brewing (Punjab), that there has been a general 
rise in wages in these industries during 1913-14 of 3 per cent. 
The greatest rises are of 9 per cent. in the cotton industry in 
Bombay and of 9 per cent. in the woollen mills of Upper India. 
In spite of this rise of wages, there has been an insufficiency of 
mill hands in the cotton factories in Bombay. The supply of 
factory labour in India seems, indeed, to be extraordinarily insen- 
sitive to even considerable increases in the prevailing level of 
wages. Mr. Shirras concludes his account with the following 
summary :——“It is interesting to note that the rise in the wages 
of industrial labour has not been so great as in the case of 
agricultural labourers and village artisans. Money wages have 
over long periods increased in all industries, and the rise has 
generally been greater than, or equal to, the rise in retail prices, 
except in the tea, sugar, and brewing industries. An examination 
of Indian wage statistics during the last decade shows that this 
is certainly the labourer’s day.” 
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In present circumstances one naturally looks with special 
attention at the character of Indian trade with Germany and 
Austria, the figures relating to which have been collected together 
in a special Memorandum. Germany has been an important 
market for four classes of Indian products : raw cotton, raw hides, 
raw jute, and rice. The value of the exports of these four 
commodities to Germany’ and Austria in 1913-14 exceeded 
£18,000,000, and the cessation of demand from these markets 
must necessarily prove somewhat serious. In the case of raw 
cotton we have no more than an aggravation of a position difficult 
in any case ; and the cessation of imports of German and Austrian 
cotton manufactures, having an annual value of more than 
£1,000,000, may bring with it a small compensatory influence, 
for these have probably competed rather with the products of 
Bombay than with those of Manchester. The case of rice is 
not important, as the export to these countries is in any case 
but a trifling percentage of the total production. The price of 
jute one would expect to be affected considerably by the loss 
of the German market. ‘The trade in raw hides presents a some- 
what curious feature. The export of raw hides to Germany and 
Austria is not less than 56 per cent. of the total export. Tanned 
hides, on the other hand, come chiefly to London and hardly at 
all to Germany. As there will be a good demand for leather, 
it looks as if the tanning industry in India might benefit. Another 
industry which may experience a temporary revival is that of 
the production of indigo. What was once one of India’s principal 
exports has rapidly sunk in recent years, on account of the com- 
petition of the synthetic product, to very small proportions. 
Indigo production in India reached its maximum in 1894-5, and 
the first commercial manufacture of the synthetic dye was only 
made in 1897. Unfortunately, the indigo plantations have been 
cut down so much in recent years—the exports of 1913-14 being 
reduced by no less than 43 per cent., as compared with those 
of so recent a year as 1911-12—that it may be impossible for the 
industry to make any substantial response to the temporary good 
times now presumably in front of it. 

The trade in sugar shows some features of interest. 
India, which is the largest producer of cane sugar in the 
world, producing no less than 3 million tons a year, im- 
ports in addition something like 15 million tons. The import 
of sugar has increased by leaps and bounds in recent years, 
and while a substantial amount of beet sugar is imported, the 
increase is mainly due to huge receipts of cane sugar from Java 
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and Mauritius. This increase has been encouraged by a sub- 
stantial fall in price of about 10 per cent. between 1912-13 and 
1913-14. As a result of the huge purchase of sugar lately made 
by the British Government, as a result of the Report of the Royal 
Commission on Sugar Supplies, a large amount of the sugar from 
Java and Mauritius has been bought at a higher price than has 
prevailed lately, for consumption in this country. The effect will 
be, I expect, that the Indian consumer, who cannot afford to pay 
the enhanced price, will have to be satisfied with what is produced 
by India herself. The main burden, therefore, of the diminution 
of the sugar supply due to the cutting off of Austrian and German 
beet sugar will fall on the Indian consumer. The fact that there 
is this large consumption in India, which has grown up but 
recently, and which cannot stand any large increase of price, 
makes it possible to fill up the supplies needed for this country 
with a comparatively small advance in price. And, further, 
the diversion of the Javan sugar from India to Great Britain does 
not open any additional neutral market for the absorption of 
German and Austrian sugar hitherto consumed in Great Britain. 
As against the effect on the Indian consumer there are two 
advantages to be reckoned. As regards the balance of trade, 
the diminution of sugar imports may help to make up for 
the diminution of exports which it is natural to anticipate. 
And, secondly, the recent attempts, which are being subsidised 
by Government in India, to produce sugar on more economical 
lines and on a larger scale and with the assistance of central 
factories, may receive some useful stimulus. The diminution 
of the available supply from Java has come at a fortunate moment 
for the Indian sugar industry, as the example of very successful 
sugar cultivation in Java has just provoked attempts to imitate 
in India the methods which have proved so successful elsewhere. 
J. M. KEYNES 





GRADUATED INCOME T'AX ABROAD. 


Reports from His Majesty’s Representatives Abroad Respecting 
Graduated Income Taxes in Foreign States. 1913. [Cd. 
7100. ] 


In 1905 the Government published Command Paper 2587, a 
Blue Book on graduated income taxes abroad. A desire having 
been manifested to bring the material up to date, a much fuller 
investigation was made by His Majesty’s Representatives and 
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has been published under the above description. The reports 
proper comprise about 150 pages ; but the Inland Revenue Depart- 
ment has furnished an introductory report of some thirty-four 
pages, classifying and summarising thé information. This intro- 
duction will be found very useful. It takes up in turn the ques- 
tions of graduation, of differentiation, and of special abatements. 
The methods of effecting progression are classified as follows :— 

(a) The abatement system with a uniform percentage rate, 
but with a certain amount deducted from every income. 

(b) A system of special categories with varying percentage 
rates. 

(c) The tariff system with many categories. 

(d) The surtax system. 

The methods of effecting differentiation are classified as 
follows :— 

(a) Differentiation within the income tax itself by means of 
different rates for different kinds of income. 

(b) Differentiation by means of a separate general tax on the 
capital value of property combined with the general 
income tax. 

(c) Differentiation by means of separate taxes on the yield 
of different sources of income combined with the 
general income tax. 

(d) Differentiation by means of a property tax on the capital 
value of property combined with an income tax on the 
unfunded income only at a lower rate. 

(e) Differentiation by means of allotting the assessment under 
a general income tax with a fraction of the value of 
any property possessed by the tax proper. 

Instructive sections are also added on foreign incomes and 
the incomes of foreigners, on the taxation of companies, and on 
the administrative machinery. 

The only criticism to be urged is the use in the introductory 
report of the terms “subjective” and “objective” taxes. This is 
a German and not an English nomenclature. 

The parts themselves are fairly full and accurate. In the 
case of the United States no mention is made of the graduated 
income tax of South Carolina. The report on the whole is a 
distinctly useful and valuable piece of work. 

EK. R. A. SELIGMAN 
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OTHER OFFICIAL PAPERS. 

Report on Changes in Rates of Wages and Hours of Labour in 
the United Kingdom in 1913, with comparative statistics. 
(Cd. 7635.] 1914. Price 11d. 

THE upward movement of wages which commenced in 1910 
seems to have reached its culminating point in August, 1913. 
From that month onwards there was some falling off. The follow- 
ing table (in which changes affecting agricultural labourers, sea- 
men, and railway servants are not included) shows a remarkable 
concurrence between periods of rising wages and periods of low 
rates of unemployment. For the definition of a change in rate of 
wages, which is somewhat technical, the reader who would use 
these figures for any precise purpose is referred to page x of 
the Report itself. 




















Net Increase or Decrease in Rates of Wages per week. Mean percentage of 
= See eas cenede Serb DUNE SAE 2 Trade Union 
; Members Unemployed. 
Years of Falling Wages. Years of Rising Wages. (| 
Year. a ae eo a bey of zeus of 
. ad or 700d 0} 
Number | et Number Aneto | Declining Pesce 
affected. per week. affected. per week. | —_- — 
| - ——— z |-— ——_— |-—-—_-— 
1894* 670,386 | 45,092 == — 6-9 — 
1895* 436,718 28,125 — = 5:8 oo 
1896 — a 607,654 26,519 — 3°3 
1897 a — 597,444 31,508 — | 3:3 
1898 — --- 1,015,169 80,713 — | 2-8 
1899 — | — 1,175,576 90,313 —- | 2-0 
1900 ae ae 1,135,786 | 208,588 — | 25 
1901 932,126 | 76,588 a ae 3-3 és 
1902 887,206 72,595 a, a 4-0 we 
1903 896,598 38,327 — | — 4-7 — 
1904 800,658 | 39,230 — —- 6-0 a 
1905 688,889 | 2,169 — 1 5-0 — 
1906 a, ae 1,115,160 | 57,897 on 3-6 
1907 ao — 1,246,464 | 200,912 at 3°7 
1908 963,333 59,171 a | — 7:8 a= 
1909 1,154,796 | 68,922 —- | — 7-7 — 
1910 a — 548,938 | 14,534 —_ 4-7 
1911 —- — 916,266 | 34,578 3-0 
1912 = coe 1,818,240 | 139,404¢ — 3-2 fF 
1913 —- - 1,906,878 | 178,711f _ 2-1 
Net weekly advance £633,458. 
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* In these years the fall in wages was almost confined to the coal mining industry. 
+ Omitting March, which was seriously affected by the coal strike, the percen- 
tage was 2°5. 
+ Exclusive of any changes in wages resulting from the Awards under the Coal 
Mines (Minimum Wage) Act and from the Minimum Wage Regulations under the 
Trade Boards Act. 
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The Board of Trade point out that :—“‘Some industries are 
subject to more or less regular sequences of rising and falling 
wages ; while in other industries the rise in wages, though greater 
in some years than in others, is practically uninterrupted. Coal 
mining, in which there have been more years of falling than of 
rising wages during the last twenty years, is the best illustration 
of the first group. On thé other hand, the printing trades, the 
food and tobacco trades, and employees of public authorities, 
have not had a year of falling wages during the twenty years 
covered by these statistics; while the transport trades and the 
building trades, though showing little rise in some years of the 
period, show few years of actual reductions.” 


Return, in chronological order, of all Acts passed for the Inclosure 
of Commons or Waste Lands in England and Wales, arranged 
under the headings of the counties in alphabetical order. 
[H. of C. 399.] 1914. Price 9d. 


THs Report has been compiled in a comprehensive manner 
and incorporates the information contained in Lord Worsley’s 
Report of 1843. The acreages of the areas inclosed have been 
added where possible. 

Memorandum on the steps taken for the Prevention and Relief 
of Distress due to the War. [Cd. 7603.] 1914. Price 53d. 


THis White Paper gives particulars of the appointment of the 
principal official Committees on distress, and copies of the circular 
letters, &c., issued last August. 


Third Interim Report of the Royal Commission on the Natural 
Resources, Trade, and Legislation of certain portions of his 
Majesty’s Dominions. [Cd. 7505.] 1914. Price 9d. 


Tuts Report deals with South Africa. To be reviewed. 





Fourth Annual Report of Standing Committee on Boy Labour 
in the Post Office. [Cd. 7556.| 1914. Price 3d. 


THE Committee’s measures are now in full working, and 
whereas in the year before the appointment of the Committee 
the number of boys dismissed by the Post Office for lack of 
prospects was 4,471, practically no boys are now dismissed for this 
reason. Full details of the measures adopted are given in this 
Report. 
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Report of the Deputy Master of the Mint, 1913. 
1914. Price 1s. 

THE last year’s issue of this Report was reviewed in this 
JOURNAL somewhat fully. The returns of gold coin held on 
June 30th, 1918, which was a Monday, by seventy-seven banks, 
including the Bank of England, came to £69,524,127, as compared 
with £60,640,681 in the previous year, when the return fell on 
a Saturday. For the first time, figures were collected of the 
quantities of bronze coin held by the banks, which on June 30th, 
1913, amounted to no less than £710,770. 


[Cd. 7565.] 






















Report of the Board of Agriculture for Scotland on Home In- 
dustries in the Highlands and Islands. [Cd. 7564.] 1914. 
Price 113d. 

THIs is a report written by Dr. W. R. Scott, who was 
appointed in 1911 by the Secretary for Scotland to investigate and 
report upon home industries in the congested districts of Scotland, 
and in particular on the relation of these industries to the life 
of the people of the Highlands and Islands. The first part treats, 
with Dr. Scott’s usual learning, of the development of industry 
from the sixteenth century. Other parts deal in succession with 
the Highland cottage tweed industry, Shetland hosiery, the lace- 
making industry, wickerwork and basket-making, and the kelp 
industry. This report will be reviewed in more detail in the next 
issue of the JOURNAL. 






Industrial Directory, Ninth Issue. [Cd. 7483.] 1914. Price 
1s. 3d. ‘ 

THis directory, prepared by the Department of Labour 
Statistics, includes within its scope :—Employers’ Associations, 
Trade Unions, Federations of Trade Unions, Trades Councils, 
Conciliation and Arbitration Boards, Co-operative Societies, 
Friendly Societies, and lists of Board of Trade Labour Exchanges, 
of inspectors of mines and factories, and of insurance committees. 








The Report of the Agricultural Organisation Society for the year 
ended March 31st, 1914. (London: Stepney Price. Pp. 120. 
1s.) 


Sixth Report of the Registrar of Boards of Conciliation and 
Investigation on the Proceedings under the Industrial Dis- 
putes Investigation Act, fiscal year ending March 31st, 1913. 
Ottawa. 1913. 

THIS report includes a review of the proceedings during the 
six years for which the Act had been in operation. 
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Wholesale Prices, Canada, 1913. Report by R. H. Coats. 
(Ottawa : Government Printing Bureau. 1914.) 


THIs report is based on returns, sent in on the 15th of each 
month by correspondents from some fifty localities in the Dominion 
having a population of 10,000 and over, relating to the current 
retail prices of twenty-eight articles, entering prominently into 
the cost of living, and the prevailing rental for a representative 
working man’s dwelling of the better class. “Retail prices were 
comparatively steady in 1913, except for meat, which showed an 
upward tendency. The weekly cost of the above food budget, 
which would have been 29s. in 1910, rose to 29s. 9d. in 1911 and 
30s. 7d. in both 1912 and 1913, an increase of 5°6 per cent. in 
the period. The average weekly expenditure on fuel and lighting 
rose from 7s. 4d. in 1910 to 7s. 5d. in 1911, 7s. 7d. in 1912, and 
7s. 1ld. in 1918, an increase of 8 per cent. since 1910. The 
average weekly rental of a six-roomed dwelling, which was 
16s. 11d. in 1910 and 1911, rose to 19s. 2d. in 191% and 19s. 10d. 
in 1913, an increase of 17°3 per cent. since 1910. The aggregate 
weekly household expenditure of a workman’s family on food, fuel, 
lighting, and housing was 9°6 per cent. higher in 1913 than in 
1910, assuming an identical standard of living in both years.” 


Official Year Book of the Commonwealth of Australia, containing 
authoritative statistics for the period 1901-1913 and corrected 
statistics for the period 1788 to 1900. Issued by G. H. 
Knibbs, Commonwealth Statistician. (Melbourne : McCann, 
Bird & Cd. 1914. Pp. xl+1098.) 


“THE section dealing with Labour and Industrial Statistics, 
a subject on which special and organised investigation has been 
carried out by the Bureau for the last two years, has been con- 
siderably expanded, and new and valuable tables have been 
introduced.” 


Statistics of the Dominion of New Zealand for the Year 1912. 
2. vols. (Wellington: Government Printer. 1913. Pp. 
xli + 902.) 

Statistics of the Dominion of New Zealand for the Year 1913. 
Vol. II., Trade and Interchange. (Wellington : Government 
Printer. 1914. Pp. 272.) 

Report on the Results of a Census of the Dominion of New 
Zealand taken for the night of the 2nd April, 1911. By 
M. Fraser, Government Statistician. (Wellington : Govern- 
ment Printer. 1913. Pp. 178.) 
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The Municipal Handbook of New Zealand, 1913. By M. FRASER. 
(Wellington : Government Printer. 1914. Pp. 223.) 


The New Zealand Official Year-Book, 1913. By M. FRASER. 
(Wellington : Government Printer. 1913. Pp xi+987.) 


THE above compilations, which have been ably put together by 
Mr. Malcolm Fraser, the Government Statistician, comprise 
between them a very complete account of the statistical and other 
information available about conditions in New Zealand. 

Library of Congress: List of References on Water Rights and 
the Control of Waters. Compiled under the direction of 
Hermann H. B. Meyer. (Washington : Government Print- 
ing Office. 1914. Pp. 111. Price 15 cents.) 





OBITUARY 


EuGEN Von BOHM BAWERKE. 


THE tidings that this author, so well known among economists 
for a quarter of a century, has passed away from us, will cause 
wide-spread regret and sorrow. 

Born at Briinn, in Moravia, February 12th, 1851, he died 
at Vienna on August 28th of this year. It is little more than a 
year since this JOURNAL recorded! the completion by him of a 
masterly work, to which, feeling no abatement of his powers, 
he intended to add another.” But his message had been delivered. 
Beginning first as a skilful expositor of “final utility” and its 
relation to Value, in the track of Jevons and Menger, then as a 
subtle and penetrating critic of past and current theories of Capital 
and Interest, he proceeded to state, illustrate, and defend an 
original theory of Interest, founded on men’s different evaluation 
of present and future goods, in short, on the distinction of Time 
present and Time to come, a distinction as old as humanity, but 
never enough studied before for its bearing on economic puzzles. 
The statement, illustration, and defence were the chief employ- 
ment of the last years of his life, so far as he was free so to 
employ them. 

After his student’s course in law and economics at Vienna, he 
was drawn into work of a clerical character in the Finance 
Department of the Imperial Government, and was so engaged 

1 June, 1913, Kapital und Kapital-Zins, Positive Theorie, Part II., 8rd ed. 


f& ? Preface to 3rd Ed. Part. I. p. xvii. It would have been on the respective 
influences of the ‘‘ social” and of the ‘‘ economic ” category. 
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for about three years, 1872-1875.!_ The same department claimed 
his services at a later period for higher work. But after taking 
his doctor’s degree in law, 1875, he gave himself to economic 
study, at Heidelberg, Leipzig, and Jena, under Knies, Roscher, 
and Hildebrand, becoming in 1880 Privatdocent in political 
economy at Vienna, and being then immediately called to Inns- 
bruck, first as assistant, then as Professor extraordinarius, 1881, 
then as full Professor, 1884. After ten years of lecturing and 
writing, he was summoned to Vienna again, 1890, to be 
Ministerialrath in the Finance Department. The projected 
changes in the Austrian currency needed an economist; and 
Béhm Bawerk was at hand when they were made in 1892. He 
was assessor and vice-chairman of the Commission which led to 
the adoption of the Gold Standard with the Krone as unit. His 
full title there was Sectionschef Dr. Ritter von Béhm Bawerk. 

Thereafter, though he had occasional glimpses of academic 
life, he was not completely restored to it till 1909. He wrote to 
a friend in that year that he was glad to be at last quite free to 
devote himself to economic study, his heart was there and he 
was not conscious of decay. He certainly showed none. Since 
1909 he had been Professor of Political Economy at Vienna, along 
with his brother-in-law, Professor Wieser, and his friend, Pro- 
fessor Philippovich. 

His writings will play a part in economic discussion long into 
the century, and his place among the makers of economic theory 
will be a high one. He had the happiness of finding good trans- 
lators. His gifts of intellect and expression have been 
frequently noted in this JouRNAL. He showed a lively interest 
in the controversies carried on in English and American journals, 
to which he frequently contributed. He was one of the founders 
and editors of the Zeitschrift fiir Volkswirtschaft, Socialpolitik, 
und Verwaltung, Vienna and Leipzig, 1892, the intention of which 
was, inter alia, to encourage theory. He was Vice-President of the 
Imperial Academy of Sciences in Vienna.” 

In lecturing he was clear and self-possessed, but he had no 
passion for the work, preferring the study to the lecture room. 
Never bitter in controversy, he was quiet, modest, and affectionate 
in private life. The estrangement of his nation from our own may 
have hastened his end. 


1 Elster’s Handbuch der Staatswissenschaften, article ‘‘ Bohm Bawerk.”’ He 
was first Praktikant (assistant), then Conzipist (précis-writer). 

2 Minerva of 1910, p. 1221; ‘‘ Vice-prisident Eugen Ritter Béhm von Bawerk 
K. K. Finanzminister.” 
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Though there must have been a University thesis, his first 
book seems to have been: Rechte und Verhdltnisse vom Stand- 
punkte der volkswirtschaftlichen Giiterlehre, Innsbruck, 1881. 
He there contends against Macleod and others that credit is 
not capital, and that in dealing with such “immaterial goods” 
as patents and goodwill we must beware of counting the same 
things twice over. Two articles in the Jahrbiicher fiir National- 
dkonomie und Statistik, 1886, were a careful re-statement of what 
is commonly called the theory of Final Utility. These articles 
contain his first principles, and the substance of them has been 
reproduced in English. 

What is better known in English is his Kapital und Kapital- 
Zins. The first volume (History), 1884, and the second (Theory), 
1889, were translated by Professor William Smart, 1890, 1891. 
The searching criticism of Karl Marx, Zum Abschluss des Marz- 
schen Systems, 1896, was translated by Mrs. Murray Macdonald, 
1898. It was his contribution to the celebration of the 
academic jubilee of his old teacher, Karl Knies.!_ Various articles 
in the economic journals of all nations appeared from his pen in 
defence of his positions, over a period of above twenty years. The 
fruits of them were gathered into his new editions of his greatest 
book, especially the third edition of Kapital (Theory), his ripest 
work. 

His main theory, the “agio-theory ” of Interest, has been taken 
up by large numbers, though with such diversities of interpreta- 
tion that we can hardly say he founded a school. But his ad- 
herents form, if not a new school, a left wing of the old school 
of final-utilitarians, and seem to hold the hegemony. Be this as it 
may, the influence of the man is undoubted ; and many of us will 
agree with Professor Loria when, in the Harvard Quarterly of 
October, 1891, he speaks of this master as “one of the glories 
of European science.” 


J. BONAR 





CURRENT TOPICS 


At the recent meeting of the British Association in Australia 
Mr. A. Duckworth, the Royal Economic Society’s correspondent 
in New South Wales, communicated a Paper on “The Rate of 
Interest in Australia in Theory and Practice,” from which the 
following extract is taken :—“In Australia, up to 1892, the leading 
life office had secured an effective rate of about 6 per cent. In 


1 Obituary in this Journar, 1899, p. 489. There is an interesting personal 
refgrence to him in our author’s Kapital (History), p. 253 note, transl. 208 
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1893 the banking crisis resulted in a considerable reduction in 
interest rates in Australia. Since 1896, however, there has been 
a steady upward movement of general prices necessarily affecting 
Australia also. The office named secured its maximum rate of 
interest, £6 4s. 6d. per cent., in the period 1879-83, and its 
minimum rate was £4 9s. per cent., in the period 1902-4. The 
rate for the year 1913 was £4 11s. 7d.” 


THE following have been elected Fellows of the Royal 
Economic Society :—P. Sargant Florence, P. Hofstede de Groot, 
Miss G. Jebb, G. McIntosh, W. E. Shields. The following 
libraries have been admitted to library membership :—The Liver- 
pool University Library, the Melbourne University Library. 

Appointments.—Mr. H. Stanley Jevons has been appointed 
to the newly established Professorship of Economics in the 
University of Allahabad. The duties of the Professor are to carry 
on research in economics with reference to Indian conditions, the 
results of which will be published by the University, and to 
conduct a class for post-graduate students. 

Mr. A. R. Burnett-Hurst, B.Sc., has been appointed to the 
Professorship of Economics in the Muir Central College, 
Allahabad. 

Mr. B. Mukherjee, M.A., formerly Research Scholar of the 
Government of Bengal in Indian Economics and Finance, has 
been appointed to be an Assistant to the Minto Professor of 
Economics in the University of Calcutta. 











RECENT PERIODICALS AND NEW BOOKS. 


Quarterly Review. 


OctoBer, 1914. Organised Labour and the War. Based on the 
particulars given in the Board of Trade Labour Gazette as to 
the settlement of industrial disputes in August. Economic 
Aspects of the War. EpaGar Crammonp. The first part of this 
article deals summarily with the finance of wars in the recent 
past. 

The Political Quarterly. 


SEPTEMBER, 1914. Next Steps in Factory and Workshop Reform. 
ArtHuR GREENWOOD. The Problem of Public and Private 
Assistance among the Tuberculous Poor. W. J. Rowwanp. 
Studies in Municipal Government. No, 3. Sheffield. O. C. 
Witson. The Proposed Readjustment of Imperial and Local 
Taxation. Artuur Couuins. The Central Departments of 
Public Administration. I. The Treasury and_ Financial 
Control. A very clear account of the existing machinery and 
practice. 

Contemporary Review. 


OctToBEr, 1914. British Trade and the War. L. G. Cutozza Money. 
Largely based on the Statistical Abstract. The Urban Housing 
Problem in England and Wales. B. SeeBoHm RowNnNTREE. 


The Round Table. 


SEPTEMBER, 1914. Lombard Street in War. The author is able to 
show by quotations from an article written in March, 1914, that 
he predicted with remarkable accuracy the difficulties of the 
Accepting Houses. 


The Economic Review. 


OctToBErR, 1914. Comparisons. L. W. WitspEn. On the statistical 
basis necessary to determine what wages a given industry can 
fairly afford to pay. The Economic Position of Women. 
Evita J. Morey. “An account of some work attempted by the 
Fabian Women’s Group.” Agricultural Conditions in Norfolk. 
G. M. MacDerwott. 


Bankers’ Magazine. 


NovemBer, 1914. Bank of England Notes and the Act of 1844. 
Sir R. H. Incuis PauGrave. Attention is called to the provision 
of the Scottish and Irish Bank Acts by which any demand for 
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notes, to whatever extent it may go, may be legally complied 
with, provided that on an average of four weeks the prescribed 
amount of gold is held. 


Women’s Industrial News. 


OctopeR, 1914. Maintenance Grants under Separation Orders. 


Mrs. R. L. Reiss. 


Board of Trade Labour Gazette. 


Aveust, 1914. Membership of Trade Unions in 1913. The result 


of inquiries made by the Department of Labour Statistics is 
summarised. At the end of 1913 the membership of the Unions 
was 3,993,769, an increase of 21°5 per cent. over 1912. ‘The 
expansion in membership was common to practically all trades, 
but was especially marked in the transport and general labour 
groups. Some of the increse is attributable to trade union 
activity in connection with the National Insurance Act.” 
Mazimum Retail Prices. A list of the maximum retail prices 
for cash recommended by the Advisory Committee of Retail 
Traders. Continued in September. Expenditure of Working- 
Class Families in Denmark. The contents of a recent report by 
the Danish Government Statistical Office are summarised. 
Farm Servants’ Wages in Scotland. The rates for the first six 
months of 1914. Coal Mines Minimum Wage Act, 1912. Copy 
of award in the West Yorkshire District. 


SepreMBer, 1914. The Labour Market in August. These figures 


are naturally of special interest. Retail Food Prices. “Retail 
prices of food began to move upward on Saturday, August Ist, 
but it was not until after the Bank Holiday (August 3rd) 
that any sharp general rise occurred. By August 8th prices 
had risen, on average, by 15 or 16 per cent. After that date, 
however, there was a fall in the price of most articles, until, 
at September 12th, food prices on the whole were approximately 
10 per cent. above the level of July.” Profit Sharing in the 
United Kingdom in 1913-14. The figures and details of the 
last report are brought up to date. London Building Trade 
Dispute. <A brief history. Just before the outbreak of war a 
general lock-out had been decided on. But at a conference on 
August 6th an agreement was arrived at accepting the terms 
last offered by the master builders, and previously rejected by 
the men, on the understanding that certain clauses should be 
submitted to the augmented Conciliation Board for final decision. 


OcroBer, 1914. Government Assistance to Trade Unions for Un- 


employment. Particulars of the conditions on which applica- 
tions are entertained for the payment of special grants to 
voluntary associations which provide benefits for their unem- 
ployed memb#s. Retail Food Prices. Between September 
12th and October 1st there was a slight upward movement, 
mainly in the prices of sugar, eggs, and fish. The general net 
increase over July prices at October 1st averaged about 12 per 
cent. Industrial Co-operative Societies in the United Kingdom 
in 1913. The latest figures are summarised. 


No. 96.—voL. XXIV. xs 
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American Economic Review (Boston). 


SEPTEMBER, 1914, Public Regulation of Railroad Issues. W. Z. 
Riper. With a view to the avoidance of over-capitalisation. 
Some Neglected Phases of Rate Regulation. J. M. Cuark. 
With special reference to the influence of a change of prices on 
the rate of interest. Voyage Costs via Panama and Other 
Roites. Lincotn Hutcarnson. Certified Securities. T. 
Mutvey. Can securities be “pasteurized” by enactments of 
the legislature ? 


Quarterly Journal of Economics (Harvard). 


Aucusr, 1914. Railroad Over-Capitalisation, W. Z. Ripuery. 
Depreciation and Rate Control. Autyn A. Younc. The Trust 
Problem. E. Dana Duranp. On the ultimate results of per- 
mitting and regulating combinations, and the alleged advantages 
of combination. Agricultural Credit in the United States. 
JessE E. Pope. A Contribution to the Theory of Competitive 
Price. J. M.Cuark. A brilliant and suggestive article. Books 
on Business Cycles: Mitchell, Aftalion, Bilgram. ‘Warren M. 
PARSONS. 


Journal of Political Economy (Chicago). 


OctoBer, 1914. Currency Policy and the European War. C. A. 
Conant. On the growth of the policy of centralised gold reserves. 
Taxation in New France: A Study in Pioneer Economics. S. 
Roy Weaver. Seventeenth century history. Tendencies in 
Economic Legislation in Wisconsin. C. L. Jones. Machinery 
in Sixteenth-Century English Industry. Jvutius W. Pratt. 
Washington Notes. A summary account of the administrative 
measures rendered necessary by the outbreak of war in Europe. 


Political Science Quarterly (New York). 


SEPTEMBER, 1914. Unfair Competition. IJ. W.S. Stevens. “A 
study of certain practices and their relation to the Trust Problem 


in the United States.” 


Annals of American Academy (Philadelphia). 


SEPTEMBER, 1914. A valuable series of articles by economists and 
business men under the general title of Government Regulation 
of Water Transportation, but covering a rather wider field than 
this in regard to agreements, reports, contracts, &c., in the 


shipping business. 
4 


U.S. Bulletin of Labor Statistics. 
. 141. Lead Poisoning in the Smelting and Refining of Lead. 


. 144. Industrial Court of the Cloak, Suit, and Skirt Industry of 
New York City. 
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Giornale degli Economisti (Rome). 


Avcust, 1914. Sintomi Statistici dello Sviluppo economico dell’ 
Austria. KR. Sorer. A composite index number is employed 
to show economic progress in Austria since 1882. Studio sull’ 
industria laniera. Caruo pt Nowa. A concrete but philosophical 
study of the wool industry in Italy. 

SEPTEMBER. Sulla ripartizione territoriale del risparmio in Italia. 
A. Vita. On the encouragement of saving by credit institutions, 
Sul significato logico del “Coefficiente di correlazione.” C. 
BRESCIANI-TuRRONI. The new coefficient introduced by Prof. 
Mortara (Giornale, April, 1914) is criticised. Un episodio di 
storia delle finanze papali. F. Gentiui. Incidents of Italian 
finance in 1848. Per una mancata riforma. F. INsonera. A 
criticism of the “reform” proposed by Prof. Amoroso, 
November, 1913. 

OcToRER. Sulla teoria economica della capitalizazione. FELICE 
Vinct. A proposito della teoria dei Costi comparati. Roperto 
Murray. Quando ai piaceri in mezzo od ai tormenti. L. 
Amoroso. Literary allusions setting off actuarial science enliven 
this reply to F. Insolera’s criticism. 


De Economist (The Hague). 


SEPTEMBER, 1914. De economische beteekenis van den _ oorlog. 
C. A. Verrign Stuart. Uit de geschiedenis van de banken 
van leening in Nederland. I. H. J. WrestTeruina. 


NEW BOOKS. 


English. 


Asuiey (W. J.). Report of the Intelligence Officer to the Bir- 
mingham Citizens’ Executive Committee. Birmingham. 1914. 
Pp. 

{The state of employment in Birmingham in October seems to have been 
satisfactory, ] 

Buanp (A. E.), Brown (P. A.), and Tawney (R. H.). English 
Economie History: Select Documents. London: G. Bell. 1914. 
Pp. xx+ 730. 68. net. 

{‘*The object of this work is to supply teachers and students of English 
Economic History with a selection of documents which may serve as illustrations 
of their subject. . . . Our object was not to produce a work of original research, 
but to help students of Economic History to see it more intelligently by seeing it 
through the eyes of contemporaries.” The period from 1000 to 1846. To 
be reviewed. ] 

Braitsrorp (Henry Noe). The War of Steel and Gold: A 
Study of the Armed Peace. London: G. Bell. 1914. Pp. 320. 


Bricas (M.). Eeonomie History of England. London: Univer- 
sity Tutorial Press. 1914. Pp. vii+508. 5s. 6d. net. 

[A text-book with no pretensions to originality. ‘‘The book,” according to the 
preface, ‘‘ contains sufficient material to enable students to pass the Cambridge 
Historical Tripos, the Intermediate and Degree Examinations for B.Sc. (Econ. 
London, and examinations of similar standard.” To be reviewed.]} 


=G 
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CHapMaAN (SypnEy J.). Work and Wages. Part III. Social 
Betterment. London: Longmans, Green. 1914. Pp. viii+382. 
9s, net. 

[Professor Chapman’s continuation of Earl Brassey’s Work and Wages, and 
Foreign Work and English Wages is here brought to a conclusion by a volume on 
housing, health, the training of the young, conditions of labour and so forth. % To 
be reviewed. ] 


Dearce (N. B.). Industrial Training, with special reference to 
the conditions prevailing in London. London: P. 8. King. 1914. 
Pp. xiii+ 596. 10s. 6d. net. 

[This book has gradually grown out of an inquiry, into which its author 


originally entered as Shaw Student of the London School of Economics. To be 
reviewed. | 


Fox (J. Hoytanp). The Woollen Manufacture at Wellington, 
Somerset. Compiled from the Records of an Old Family Business. 
London: Humphreys. 1914. Pp. 121. 7s. 6d. net, 

(The record of an industrial undertaking carried on for nearly 250 years by the 
old Quaker families of Were and Fox.] 

Gow (WituiAM). Sea Insurance according to British Statute. 
London: Macmillan. 1914. Pp. xl+478. 14s. net. 

[‘* A detailed statement of the provisions of the Marine Insurance Act (of 1906) 


with a supplement consisting of the essential parts of the great leading judgments 
upon which the Act has confessedly been constructed.” 


Hint (Str Norman). The Liverpool Funds for Relief of Distress 
occasioned by the War. Liverpool. 1914. Pp. 25. 

[‘* Civilian distress caused by the war is not at present widespread in Liverpool. 
. . . In this memorandum an attempt is made to estimate the amount that will be 
required to meet the needs of the Liverpool soldiers and sailors and their 
dependants.”» The number of Liverpool men serving in the Army and Navy is 
about50,000, having about 20,000 dependants, The Government separation allowances, 
with the men’s own allotments and employer’s allowances will maintain the 
dependants of nearly 90 per cent. in as good a position as before the war. 
Supplementary relief of various kinds, if the war lasts a year, is estimated at 
£55,000. }. 

Ketkav (S. V.). An Essay on Indian Economies and its Relation 
to Social, Psychic, Political, and Linguistic Conditions in India. 
1914. 1s. 8d. net. 

Lewin (H. G.). The British Railway System. Outlines of its 
Early Development to the year 1844. London: Bell. Pp. 67. 
2s. 6d. net. 

{An abstract summary almost without comment of railway building in England 
up to 1844, with admirable maps of each important extension. To be reviewed.] 

MacapaM (EuizaBetH). The Universities and the Training of the 
Social Worker. 1914. Pp. 12. 

{Reprinted from the Hibbert Jowrnal, January, 1914.] 


MUKHOPADHYAYA (PANCHANANDAS). The Cooperative Credit Move- 
ment in India. . Caleutta: Rai M. C. Sircar Bahadur. 1914. 
Pp. 156. 


[Composed somewhat largely of citations from other writers. ] 


PapwortH (L. Wyatt) and ZimmMern (Dorotuy M.). The Occupa- 
tions of Women according to the Census of England and Wales, 
1911. London: Women’s Industrial Council. 1914, Pp. 41. 6d. 


{Summary tables extracted from the Census Returns, ] 
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SmitH-Gorpon (L.) and O’Brien (Cruise). Ireland’s Food in War 
Time. Dublin: Plunkett House. 1914. Pp. 75. 3d. net. 

[No. 1 of the Afiscellaneous Publications of the Cooperative Reference Library. 
An examination of ‘‘ the condition of Ireland as regards her normal consumption of 
the principal food-stuffs, her production to meet the demands of that consumption, 
and her imports to remedy her inadequate production.”’} 


Wess (M. ve P.). Indian Finance and Currency: A Note on the 
Report of the Royal Commission. London: P. S. King. 1914. 
Pp. 35. 2s. 6d. 

(The author endeavours ‘‘to explain in the simplest language, stripped of all 
unnecessary verbiage, qualifications and reservations, the actual findings and 
recommendations of Mr. Austen Chamberlain’s Commission.’”’ He adds a_brief 
note on the subject of a State Bank for India which would, he thinks, ‘‘ add very 
greatly to India’s power and prestige in the eyes of the world.” With the Com- 
mission’s financial proposals Mr. Webb expresses himself well satisfied and as going 
far to justify his own criticisms. But to the currency system recommended by the 
Commission he has not weakened his opposition.—‘‘ As the subject of a lecture in a 
College theatre, such a fantasy would afford much scope for a useful discussion ; as 
a practical scheme for carrying forward the monetary development of the wealthiest 
and most populous over-sea division of the British Empire, its dangers cannot be too 
quickly exposed and its extinction recorded.”’] 


Wurman (8.), edited by. The War on German Trade. Hints 
for a Plan of Campaign. London: Heinemann. 1914. Pp. 128. 
1s. net. 

(Articles reprinted from the Hvening News.] 

Waryte (A. G.) and Exper (T. C.). The Underwar. A Reasoned 
Statement of the True Strategy involved in the ‘War upon 
Germany’s Trade.” London: Electrical Press. 1914. Pp. 126. 
1s. net. 


Wricat (ARNOLD). Disturbed Dublin: The Story of the Great 
Strike of 1913-14. With a description of the Industries of the Irish 
Capital. London: Longmans, Green. 1914. Pp. xii+337. 3s. 6d. 
net. 

(To be reviewed. | 


American. 


Boniton (WILLARD C.). Graphic Methods for Presenting Facts. 
New York: The Engineering Magazine Company. 1914. Pp. 
xii+ 371. 

[An entertaining and inJenious work, largely intended for advertisers, which the 
average reader—the author claims—can skim through in an hour. To be 
reviewed. | 


Fisner (Irvine). Why the Dollar is Shrinking: A Study in the 
High Cost of Living. New York: The Macmillan Company. 1914. 
Pp. xiv +233. 5s. 6d. net. 

[A popular version of Professor Fisher’s The Purchasing Power of Money, not 
without illustrations of a mechanical balance in equilibrium and proposals for 
‘ standardising the dollar.” To be reviewed. ] 


Pace (Epwarp D.). Trade Morals, their Origin, Growth, and 
Province. New Haven: Yale University Press. 1914. Pp. xv+ 
287. 6s. net. 

[The outcome of lectures delivered at Yale by the founder of a lectureship there, 
who is well known in the dry goods business. The economist will be disappointed at 
the comparatively small amount of strictly economic matter, as compared with the 
space devoted to evolutionary, psychological and cognate topics. | 
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Ross (Epwarp AtswortH). The Old World in the New: The 
Significance of Past and Present Immigration to the American 
People. New York: The Century Co. 1914. Pp. 327. $2.40 net. 

[A study of a somewhat popular character, based on articles originally contri- 


buted to the Century magazine, by the Professor of Sociology in the University of 
Wisconsin. With many admirable photographs of typical immigrant types:] 









Secrist (Horace). An Economic Analysis of the Constitutional 
Restrictions upon Public Indebtedness in the United States. Wis- 
consin: The University. 1914. Pp. 131. 40 cents. 

[Bulletin of the University of Wisconsin. Part I. deals with State Debt, and 
Part II. with Municipal Debt. Both are partly historical. ] 


Sowers (Don C.). The Financial History of New York State 
from 1789 to 1912. New York: Columbia University. (London: 
P. 5. King.) 1914. Pp. 346. 10s. net. 

[Columbia University Studies. ‘‘ One of a series of studies which has been pre- 
pared under the direction of the Department of. Economics and Sociology of the 
Carnegie Institution of Washington, as a basis for writing the economic history of 
the United States.’’] 

Wuite (ANnpREW Dickson). Fiat Money Inflation in France: 
How it came, what it brought, and how it ended. (New edition: 
revised and enlarged by the author. Printed for Private Circulation 
only.) Toronto: John Mackay and Company. 1914. Pp. 69. 

[A revised history of the French Assignats by the late President and Professor of 
History at Cornell, originally published by him as a pamphlet in 1876 during the 
‘* greenback craze.’’| 


















French. 


Leroy-BEAULIEU (PrerRE). Les impots et les revenus en France, 
en Angleterre et en Allemagne. Paris: Colin. 1914. Pp. 68. 
[Contrasts between the financial system of France and those of England and 
Germany (as the three were before the war), in respect of the amount and distribu- 
tion of national income, the proportion of taxation to income and the growth of that 
burden, are presented with all the lucidity which characterises the French classical 
school in general, and the family of Leroy-Beaulieu in particular. The result of the 
comparison is unfavourable to the adoption of the income-tax by the French. 





























German. 


Weser (Max), edited by. Grundriss der Sozialékonomik. Erstes 
Buch. Grundlagen der Wirtschaft. Abteilung I. Wirtschaft und 
Wirtschaftswissenschaft. Abteilung II]. Die natiirlichen und tech- 
nischen Beziehungen der Wirtschaft. Tiibingen: J. C. B. Mohr. 
1914. M. 11+M. 9. 


[These are the first two parts of a huge compilation by various distinguished 
German and Austrian economists, to be published in ten to twelve parts under the 
general editorship of Prof. Max Weber. With the exception of Finance and Pro- 
blems of Poverty, the whole field of Social Economics is to be covered. The first 
two parts, specified above, have been published. The remaining parts were originally 
advertised as due to appear before the end of 1915. Nine writers contributed to 
these two parts, amongst whom may be mentioned J. Schumpeter on Hpochen der 
Dogmen- und Methodengeschichte. yon Wieser on Theorie der gesellschaftlichen 
Wirtschaft, A. Hettner on Die geographischen Bedingungen der menschlichen 
Wirtschaft, P. Mombert on Bevélkerwngslehre, R. Michels on Wirtschaft und 
Rasse, and K. Oldenberg on Die Konsumtion.] 











1914] RECENT PERIODICALS AND NEW BOOKS 


Tialian. 


Fanno (Marco). Contributo alla Teoria dell’ offerta a cost 
congiunti. Rome:* Atheneum. 1914. Pp. 143. 

[A special supplement to the Giornale degli Economist? for October. On the 
‘Theory of Joint Production.’’] 

Sruta (EMANUELE). La Concorrenza: Sistema e Critica dei 
Sistemi. Vol. I. Turin: Fratelli Bocca. 1914. Pp. 502. 


[To be reviewed. ] 


ANDREADES (Pror. M.). TEPITHS OIKONOMIKH®S AIOIKHSEQS 
THS EDTANHSOY EMI BENETOKPATIAS. Athens. 1914. Two 
volumes. Pp. xx+418+xxi+350. 

[To be reviewed. ] 





PRINTED IN GREAT BRITAIN BY 
RicHaRD CLAY aND Sons, Limitep, 


BRUNSWICK STREET, STAMFORD STREET, S.F., 
AND BUNGAY, SUFFOLK. 








